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Terminus or Turning Point? 


S IR STAFFORD CRIPPS’S anxiously awaited statement on 

Wednesday afternoon provided little information about the 
country’s reserves that had not already leaked out and revealed afmost 
equally little about the course that the Government proposed to adopt. 
With his eye on the foreign reaction, he tried to play down the gravity 
of the tale he had to tell. It was a crisis, but not as bad as some others 
the country had been through. It is doubtful whether this would 
have taken anybody in, even if the Minister of Fuel and Power had 
not simultaneously been telling the miners in South Wales that it 
was a “moment of supreme crisis.” ‘“ The position,” said Mr. 
Gaitskell, “is far too serious for just depression.” This is the true 
note. The position is one of very great gravity. It is not just another 
awkward corner to be turned on a road whose destination is certain. 
It calls in question the whole course on which the nation has been 
steered. For if there is one thing that is certain in a medley of 
uncertainties it is that the economic policy pursued hitherto has 
reached full stop. 


To the general public there cannot be any doubt that the return 
of acute crisis is infinitely depressing. It seemed to be only the 
other day that Ministers were congratulating themselves and the 
country on the encouraging results of 1948, and that Mr Mayhew 
was saying in New York that Britain’s recovery was completed. The 
sudden setback, leading to an increase in the dollar deficit from 
£82 million in the first quarter to £157 million in the second, has 
been due to two factors. The first is the growing difficulty of selling 
the exports of the sterling area in America, now that American prices 
and demand, though both still immensely high, are beginning to fall. 
This was certainly foreseen by all but the most sanguine. The other, 
which could have been foreseen, was that, as soon as the economic 
climate turned, the world would have grave doubts about the British 
Government’s ability to hold sterling at its present over-valued level, 
and would express these doubts by an unwillingness to hold sterling, 
by haste in requiring payment for goods sold to Britain and by delay 
in making payment for goods bought from Britain. It is this lack of 
confidence that makes this particular crisis difficult to deal with. It 
cannot be put right by further application of existing policies, because 
it is these existing policies themselves that give rise to distrust. At 
home as well as abroad, public opinion has come to the belief that 
the present policies of the British Government will not work. Whether 
they are socially desirable or not is, therefore, unfortunately beside the 
point. The crisis wilt go on until something that will work is put in 
their place. 

There is a tendency among some of the Left-wing wing partisans to say 
that it is an unnecessary crisis that need never have happened if it were 
not for the chronic and incorrigible instability of American capitalism. 
This is an attempt to establish an excuse. It is a smokescreen 
of poison gas. It is not true that the American economy is slumping. 
The level both of general demand and of economic activity in America 
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is still a long way above any definition of normal that the 
world has ever before known, and if British socialism cannot 
adjust itself to as minor a quaver as this, then it is too 
delicaie for the real world. Labour Members of Parlia- 
ment would do well to remember that their government 
would have been out of office in collapse and chaos years 
age if American capitalism had not teen willing to subsidise 
it. The next few months will be difficult enough in any 
event. To start up a chorus of anti-Americanism will make 
ihe necessary hardships no easier to bear, while removing 
ihe chief reason for hoping that they will not have to be 
borne for ever. And it will also bring crashing down the 
painfully built edifice of political security in the wvst. 
Nebody could at this juncture do his country a worse 
disservice than to indulge in this conspiracy of envy and 
malice. 
+ 


The truth is that what is now happening, though it has 
come rather more quickly than might have been expected, 
was bound to happen some time. Changing economic condi- 
tions throughout the world are exposing what it has long 
been evident is the chief weakness of the present British 
economy. What is happening is that the war, in the 
economic sense, 1s coming to an end. In war conditions, 
which have prevailed hitherto, the test of any economy is 
how much, in quantity, it can produce, irrespective of cost. 
Judged by that test, the British economy has done well. 
The quantitative output of the British economy is now 
higher, relatively to the prewar level, than any other that 
was as close to the fires of war. So long as the world was 
dominated by universal shortages, the British achievement 
was one in which pride could be taken. 


But now peace is returning, and peace imposes other tests. 
The world is moving into a period when it will avail a 
country or an individual very little to produce enormous 
velumes of goods if they cannot be sold. The great defect 
of the British economy is its very high costs of production. 
hi is not that British productivity is not high, but that the 
remuneration the British people exact for their production 
is still higher. It is very important to realise that this is 
not just a trick of international comparisons, due to foreigners 
stealing a march on us, and susceptible of being put right 
by an appropriate manipulation of the exchanges. British 
costs of production are too high not merely for the dollar 
market, or for overseas markets in general : they are too high 
for the British market itself. To give a simple illustration 
of this, an attempt has been made to estimate roughly how 
many weeks the average British wage-earner would have to 
work for his wages (after tax) to equal the price of five 
standard British-made objects, before the war and now. 


These are the results* :— 


Prewar Now 
weeks weeks 
Standard council house ..................... 112 213 
Cheapest British car. ......................... 39 55 
Cheapest motor-cycle ..............-..00-040- 11} 17} 
Cheapest man’s suit ..........2........00... 7 7 
Cheapest radio set ..........6..cccc cece eee 34 4} 


These figures can be used to show that the standard of living 
has fallen. But that is merely the inverse way of saying that 
the real cost of production—the number of weeks’ work 
necessary to produce something—has risen. This is a real 
and fundamental ratio. Until it is put right, no amount of 
juggling with prices and exchange rates will enable the British 





* The calculation has been done on the Ministry of Labour's 
figures for average wages of adult males, adjusted for direct taxation 
a; shown in the National Income White Paper. 
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people 10 earn as good a living as they did before the war. 
If the British people cannot afford to buy their own goods, 
how can they expect foreigners to do so? It is in this real 
sense that costs of production must—imperatively must— 
come down before there can be any salvation. Possibly it is 
true that it is events in America that are now forcing this 
truth upon the British people. But any policy that does not 
face it is built on illusion. 

Mr Paul Hoffman is reported as saying that whatever 
happens there is no course open to Britain except greater 
austerity. Unfortunately, that is true. With the reserves 
running out and with no means of replenishing them, there 
is no immediate alternative but to cut down imports further, 
But the British people are immensely weary of austerity, It 
is very doubtful whether they will quietly accept another 
bout of it if it is presented to them as merely one more instal- 
ment in a series of cuts that leads nowhere and has no hope 
of ending. Ministers will find that the only way they can 
get acceptance of further austerity (for which they must ask, 
since it is cruelly necessary) is to convince the ordinary man 
and woman that it forms part of a fresh policy which has a 
real hope of working. It is not only abroad but at home 
that Ministers have to rebuild the confidence of public 
opinion that they know what they are doing. 


Manifestly, the policies pursued hitherto have failed. But 
it would be unfair to turn this into a stick to beat the Labour 
Government as such. Doubtless their policy has exaggerated 
all the defects in the national habit of mind that has been 
growing up in the past two decades—the national] habit of 
mind that spends the fruits of production before they are 
earned, that acts as if the world had an obligation to keep 
Britain, that piles security on security and protection on pro- 
tection, that loads on ever new overheads and starves the 
productive machine that can alone carry them, that throttles 
enterprise while requiring ever more of it. But it is the 
national habit of mind that is basically at fault, and it would 
have pushed any government that had been in power in 
these years into very much the same courses of action. And 
in the construction of that state of mind the Tories, with the 
protection they lavished on restrictive practices and the 
encouragement they gave to cartels, played fully as large a 
part as the Socialists. It will serve no useful purpose to 
exploit a crisis in which every citizen bears his share of 
responsibility simply to make party capital. The thing that 
matters is not what was done in the past but what is to be 
done now. 


« 


_ The simple test of all policy now must be whether or not 
it serves the purpose of reducing costs of production. To 
anybody who considers the matter impartially it must be clear 
that the present policy—the core of which is to subordinate 
everything else to full employment and social security—will 


not serve this purpose. Whatever else this variety of Planning 
can do, it cannot reduce costs. 


__ The reason for this is not very far to seek. Cutting costs 
is a painful operation ; it will not be undertaken simply 
because Ministers make radio speeches saying the national 
interest requires it ; it will be undertaken only when the indi- 
vidual manager or the individual worker finds himself under 
individual pressure to cut the costs for which he is respon- 
sible as the only means of avoiding something he dislikes 
even more. To argue in this way is not to favour the extreme 
pressure of outright deflation. But it is to argue that results 
cannot be expected until the pressures that bear upon the 
community as a whole are reproduced in some degree in the 
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pressures that bear upon the individual. At present the 
individual, if he follows his self-interest, will be led to do the 
opposite of what the national interest requires him to do—as 
the dockers and the railwaymen are exploiting their oppor- 
tunities of doing. It is really naive in the extreme to expect 
them to act in any other way until it is made at least not 
contrary to their self-interest to do so. The obvious task of 
economic statesmanship is to make the pressures that form 
self-interest push in the same direction as those that form 
national interest. 


What sort of a policy would a Government adopt that put 
the reduction of costs of production above everything else ? 
Here again, the answer is not very difficult to give. It would 
aim at creating the greatest possible measure of competitive 
conditions in every sort of industry and market. (The 
authority of Labour Believes in Britain can be cited for 
saying that there is nothing in this that is inconsistent with 
Socialist doctrine.) It would initiate a great loosening-up in 
every department of the national life. It would show the way 
itself by cutting the biggest item in national costs, the burden 
of taxation, since it is absurd to hold that a Budget of £3,300 
million cannot be slashed if there is a will to do it. Wherever 
it possibly could—outside a narrow range of strict necessaries 
—it would remove controls and allocation quotas and allow 
prices to be determined competitively. (Even higher prices 
may be a means to cut costs if they enable the efficient to 
get ahead.) In every possible way, it would make business- 
men once again work for their livings. It would abandon 
the cheap money fetish and let interest rates also find their 
level. It would bring in legislation against all forms of restric- 
tive practice. It would insist on payment by results in every 
industry where a scheme could possibly be introduced. And 
if there were no other way of persuading the unions and their 
members to give value for money, it would welcome the thera- 
peutic effect of a moderate degree of unemployment. 

All this, of course, would be very reactionary. But it would 
get costs down. And nobody has any other, and equally 
effective, programme for achieving this essential object. Yet, 
if costs are not got down, much more dreadful things than 
these will happen—very soon now. To such a programme of 
invoking the aid of competition to restore economic efficiency 
there is really no alternative. One must hope that the Labour 
Party will screw up its courage to undertake something of 
this order—for if anybody else has to do it, there is a risk of 
serious civil commotion, But by Labour or by others, it must 
be done. It is the duty of all honest citizens to give their 
Support to any political body that will make a beginning and 
to withhold it from those who hesitate. This, till the crisis 
is over, should be the supreme touchstone of politics. 


* 


But though the British people have no alternative, the 
world still has a choice of courses. If the onset of peace- 
time conditions is going to lead to every country, with Britain 
in the van, cutting down its imports and seeking by any 
means to undercut its competitors, then the American reces- 
sion will indeed be turned into a world depression. That 
such a possibility should exist in 1949 will be loudly 
trumpeted by all the enemies of the Marshall Plan as evidence 
of its failure. Nothing could be more mistaken. The 
evidence for the success of the Marshall Plan can be seen by 
imagining how much worse off the world would be if it had 
never existed. What is now a risk would have been a cer- 
tainty two years ago. It is true that the task of restoring the 
fabric of the world economy is now seen to be larger and 
longer than was thought. It would be a major tragedy if 
the resources of American patience and generosity were now 
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to be exhausted when, for the first time, the conditions for 
a genuine loosening and expansion of world trade are begin- 
ning to appear. 

Hitherto, the world has been ruled by shortages, and the 
volume of trade that could be done was limited by the 
volume of goods that could be produced. The Marshall Plan 
has helped materially in securing a really astonishing revival 
of production in the participating countries. But now, in 
one line after another, the limiting factor on the volume of 
trade is ceasing to be material and becoming financial. The 
supplies are there and, inside each country, the demand, 
backed by local currency, is there. What stands in the way 
is the maze of exchange controls which governments impose 
because they are under the imperative necessity of balancing 
their accounts. It has not been true hitherto that the major 
obstacle to trade has been the inconvertibility of currencies; 
but it is becoming true now. 


This means that it is also becoming true, for the first 
time, that a great operation of international credit could do 
more than merely keep the debtor countries alive in a world 
of scarcities ; it could unlock the doors that lead to real 
balance and expansion. The onset of the buyers’ market 
is bringing trouble to Britain; but it also announces the 
time when normal methods of trading can go ahead. What 
the world needs now is not more subsidies to stay alive—in 
Britain’s case they might do positive harm—but a gigantic 
banking operation, the imaginative use of international credit 
on a scale huge enough to overcome the balance-of-payments 
blockage and free the channels of trade. 

There is some evidence that this line of thought might 
stand just a chance of acceptance in America, even at this 
very late stage, provided it could be presented in such a form 
as did not require further Congressional appropriations to 
what can easily be made to look like recalcitrant debtors and 
incorrigible insolvents. But for any such order of ideas to 
have even a chance of acceptance, there is one absolutely 
unavoidable precondition. That is that the British people 
should first, and in no bargaining spirit, give unmistakable 
proof that they are determined to put themselves back into 
a position in which they can support themselves in a competi- 
tive world, be the cost to them in the abandonment of 
cherished illusions what it may. Without such proof that 
solvency will be restored, a banking operation becomes indis- 
tinguishable from a permanent subsidy. And of that there 
is, and should be, no question whatever. 

Britain’s duty to the world at this moment thus coincides 
exactly with its duty to itself. Can the present Government 
be persuaded to make that most painful of all sacrifices, an 
acknowledgment of intellectual error ? It will not be easy. 
There is a real risk that they will simply put off decisions. 
Even that might be better than the other possibility, that they 
will make another positive attempt to make the unworkable 
work by retreating into still more bilateralism and still more 
discrimination, backed by export subsidies, fancy exchange 
rates and all manner of Schachtian controls. Such an 
attempt would certainly fail, and it would exhaust the 
world’s patience as well as the British reserves. 

We must, therefore, hope that the Cabinet will find the 
courage to be patriots. If there is courage, there can 
also be hope. For the adjustments that the British economy 
requires are not large. Once the decision is taken to meet 
the challenge of competitive efficiency, the British people 
will be surprised to discover how comparatively little of 
what they now dread will be needed to get them back on an 
even keel. And if there is equal courage in the world at 
large, what now looks to be a terminus could become a 
decisive turning point. 
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Razor Edge in Japan 


HE overrunning of China by the Communists has led to 

a repetition in the Far East of the difficulties that face 
the western Powers in Germany. There, the absorption into 
the Russian sphere of influence of Germany’s old markets in 
eastern Europe and of Germany's bread basket in eastern 
Germany and Poland has driven the Germans to an unprece- 
dented dependence upon American food supplies and 
America’s general economic support. Now in the Far East a 
very similar position is developing. In a typical prewar 
year, 1936, about 63 per cent of Japan’s exports went to 
countries in the Far East. Its chief customers were Korea, 
Manchuria, Formosa and China. The same ring of countries 
were also indispensable sources of supply to an economy 
which bought a large part of its food and raw materials 
abroad. Manchuria and north China provided Japanese 
heavy industry with coal and iron ore, while Manchuria, 
Formosa and Korea shipped foodstuffs to Japan. Since the 
war, half Korea and all Manchuria have passed under Com- 
munist control, and China is following suit. Japanese exports, 
which in 1948 were 85 per cent below the level even of a 
depression year such as 1931, had ceased altogether to Man- 
churia, while the United States, the Philippines and Indonesia 
all took precedence over China as markets for Japanese goods. 
This low export figure, equivalent to $230 million, left Japan 
with an unfavourable trade balance of $570 million, largely 
financed by the United States, which at present supplies 60 
per cent of Japan’s imports. 

The parallel between developments in Germany and Japan 
extends beyond their common plight to the policies adopted 
by the Americans to restore stability. In both countries the 
Americans have sought to achieve internal reconstruction by a 
stiff policy of deflation and to soften its effects by restoring 
io the two ex-cnemies a normal position as traders in the 
world market. Up to the end of 1948, the Japanese economy 
was in a state of happy-go-lucky confusion. The Government 
relied upon the United States to keep the economy afloat, left 
inflation to make its own way and manipulated imports and 
exports by a system of variable exchange rates and subsidies. 
For instance, one range of exports, including silk, hemp, 
woollens, knitted goods and bicycles, was based on an ex- 
change rate of 600 yen to the dollar. Another range, includ- 
ing cotton piece goods, metal goods and machinery, had a 
rate of about 250 yen. Imported goods, on the other hand, 
had an average conversion rate of 130 yen, and for a time 
food and raw cotton were imported at the fantastically 
favourable rate of 80 to 90 yen. 


In February, however, the time during which the Japanese 


administration could wait with their bills open for the next 
American worm came to anend. The United States Govern- 
ment sent out Mr Joseph Dodge to advise General 
MacArthur on Japanese economic reconstruction. His advice 
was radical. Denouncing the Japanese Government for 
manipulating “a rigged economy,” he ordered them to 
balance their budget by increasing taxation and reducing 
government expenditure, particularly on subsidies ; to end 
inflation by a strict control of credit, and to bring Japanese 
business men face to face with the facts of life by fixing a 
realistic exchange rate and telling them to go out and win 
their markets. The rate of 360 yen to the dollar was then 
fixed, and the Americans initiated the second phase of their 
reconstruction policy by pressing their associates on the Far 
Eastern Control Commission—the British Commonwealth, 
France, the Netherlands, China and Russia—to readmit Japan 
as an equal partner in world trade. Japan’s right to send 
trade missions to other countries and to attend international 
conferences was urged, and later the decision was taken to 
cease all deliveries of reparations from the Japanese economy. 


This, then, is the present state of American policy in Japan 
—retrenchment and reform at home, expansion and equal 
privileges abroad. The analogy with American policy in 
Germany is obvious. Unfortunately, the difficulties likely to 
obstruct the policy are as great. Indeed, they are greater, 
since even the great stream of German refugees from eastern 
Europe hardly equals the problem of Japan’s annual increase 
of a million souls. In Japan, too, the political tradition upon 
which any experiments of western democracy must be based 
is pitifully weak, weaker even than in Germany. The elec- 
tions in January gave an absolute majority to the ultra- 
Conservative Liberal Democrats. At the same time, the 
Communists increased their representation to 35 seats and 
the immaturity of the Japanese trade union movement has 
made it easy for Communists to secure control in a number 
of key unions. From these dominant positions, it has been 
easy enough for them to carry on a campaign of complaint 
about every aspect of the nation’s economy, not least about the 
real wage level which only averages 50 per cent of the 1939 
level. Thus even without any policies of retrenchment, the 
political stage was set for social unrest. Mr Yoshida has 
since followed the advice of the Dodge Mission, and the 
“austerity” budget introduced in April was the signal for 
an acute and sudden deflation of the economy. The note 
circulation fell by nearly a quarter between December and 
May, investments of all kinds were heavily cut, subsidies to 
industry designed to cover the cost of maintaining redundant 
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workers have been lessened and surplus officials are being 
dismissed—the government programme called for a cut of 
750,000 in its own national and local payroll of 1,700,000 
workers. These dismissals, moreover, are taking place before 
the introduction of any properly planned and financed 
scheme for unemployment relief. 


Inevitably, the whole programme has been the signal for 
nation-wide unrest. Many small and medium-sized busi- 
nesses are threatened with bankruptcy and are accusing the 
Government of favouring the big firms which it is supposed 
to have broken up. But the core of trouble lies in the 
unions. In June, many branches of the transport workers 
were on strike, including those in the local transport system 
of Tokyo, Metal workers have struck and there has been 
a strike in the coal mines. From North Japan have come 
reports of rioting and the Communist Party is, of course, 
leading and directing the unrest. 


¥ 


The American authorities and the Japanese Government 
could hope to ride out this storm more easily if they could 
count on success in their policy for expanding Japanese trade. 
The western members of the Far Eastern Control Commis- 
sion have so far opposed the idea of Japanese trade missions 
and trade offices abroad. Their motives are mixed: fear of 
Japanese competition is reinforced by a certain distaste at 
the quick return to special grace of the ex-enemy. But their 
objections will undoubtedly be overcome; and the Americans 
have had no difficulty in bringing reparations to an end, 
since the Far Eastern Commission never could agree on a 
level of industry for Japan and the deliveries of reparations 
have always depended upon the orders of American officials. 
The difficulties facing a Japanese export drive are therefore 
unlikely in the long run to be political. The real danger is 
the turning of the economic tide in the world at large. 


At first, the outlook was promising. In the first quarter 
of the year Japanese textile exports reached the record post- 
war figure of some $124 million. Had this level of exports 
been maintained, the Japanese should easily have reached 
their target of close on $600 million for exports in 1949. 
Unfortunately, the outleok changed drastically in the second 
quarter. Export contracts fell by 50 per cent. Cotton and 


The Future 


N a recent House of Lords debate, Lord Pakenham empha- 

sised, in no uncertain fashion, the present Government’s 

hope that voluntary action will flourish as much in the 
future as it has done in the past: 

We consider that the voluntary spirit is the very lifeblood 
of democracy. . . We are convinced that voluntary 
associations have rendered, are rendering, and must be 
encouraged to continue to render, great and indispensable 
service to the community. ... I want to make it plain, 
beyond any shadow of misunderstanding, that, in the view 
of the Government, democracy without voluntary exertion 
and voluntary idealism loses its soul. 

He found it easy to give examples of how voluntary exer- 
tion has survived even after the coming into force, a year ago 
this week, of the vast system of social security provided by 
the state. In the national health service, 10,000 men and 
women are giving their services voluntarily to the regional 
hospital boards and hospital management committees. He 
might have added the 40,000 serving on executive councils 
and the thousands more on the medical, dental, pharmaceuti- 
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silk exports fell ; rayon exports, which had been expected to 
sell at the rate of 3,000,000 Ib. a month reached only 500,000 
lb. Of the 62,400 tons of steel allocated for export, only 
25,000 were sold. Meanwhile, raw materials and manufac 
tured goods, piling up at the ports, offer depressing prospects 
for the next quarter. 

Such a situation obviously plays directly into the Com- 
munists’ hands. The Communist leader, Nosaka, stresses the 
theme that trade with Communist China alone offers any 
solution to Japanese economic difficulties and any hope of 
“freedom from the yoke of American imperialist occupa- 
tion.” Few people in Japan are disposed to quarrel with his 
insistence on the need for trade with China. Mr Yoshida 
has already said that his government will support it in every 
way. But the outlook is obscured not only by the political 
difficulty that Mao Tse-tung’s price may prove too high, but 
by the hard economic fact that civil war has ruined and dis- 
organised China, while the economic state of Manchuria is 
a sealed book. The will to trade may exist, but there may be 
no basis for a profitable exchange. It is in fact clear that 
trade with China offers no immediate aid to Japan. The 
same shadows fall across Japanese trade prospects with other 
Asian territories. Freed from its load of armament making, 
Japan is potentially the industrialiser of the Far Eastern 
world and in its new economic programmes, from which most 
upward limits of expansion have been removed, the Govern- 
ment is putting great emphasis on the development of coal, 
iron and steel and heavy industry. But for the time being 
India, Burma and all the countries of South-East Asia are 
producing few surpluses of food and raw materials, With 
what, therefore, would they pay for Japanese equipment? 
There are undoubtedly possibilities of expansion in markets, 
such as Africa and South America, where really cheap goods 
can sell ; but sales on a scale necessary to do away with the 
need for American help could be secured only at the expense 
of the industrialised exporters of western Europe, and their 
uneasy opposition would certainly hamper and slow down 
a really massive Japanese sales drive. The United States 
is still, therefore, the country’s fundamental source of live- 
lihood ; although its present policies in Japan may go some 
way to reduce Japanese dependence, the only immediate 
alternative to continued American aid is collapse and Com- 
munism. 


of Charity 


cal and ophthalmic service committees, who are responsible 
for the whole administration of the family practitioner 
branch of the health service. The service is costly enough 
in all conscience. How much more costly would it have 
been if it were administered by a paid bureaucracy instead 
of by volunteers. 


It is, however, more difficult to see a future for that parti- 
cular form of voluntary action known as charity—in its 
restricted sense. In the last few years, the Nuffield Founda- 
tion’s committee on old age and Lord Beveridge in his report 
entitled “ Voluntary Action” have called attention to the 
way in which many charities have become obsolete and frus- 
trated by a change of circumstances. The great majority of 
them were founded for the benefit of the poor, the sick, the 
aged .and for education; but for all these purposes the state 
has now assumed responsibility. In days of family allow- 
ances, a charity to provide thirteen loaves of bread a year 
for those who are overcharged with great numbers of 
children is an anachronism. The anachronism is most clearly 
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seen where the charity provides money. As the Nuffield 
Foundation’s committee pointed out, where an old person 
who is eligible for a supplementary pension receives an 
income from charity, the Assistance Board reduces the sup- 
plementary pension to the extent that the charitable income 
exceeds 10s. 6d. a week. When supplementary pensions. are 
reduced in this way, the charity is merely a subsidy to the 
Assistance Board—and therefore to the taxpayer. 

A similar subsidy occurs where a charitable trust provides 
almshouses for old people. The committee found that very 
few of these charities are allowed by the terms of the trust 
to charge rent for accommodation, and in consequence the 
almshouses are often in a shocking state of repair. Since 
the Assistance Board makes supplementary pensioners a rent 
allowance, free accommodation is another example of charity 
benefiting, not the few people for whom it was originally 
intended, but the general body of taxpayers. 


* 


Two suggestions have been put forward to bring charitable 
trusts into line with modern conditions. The Charity Com- 
missioners already have the power to alter the terms of the 
trusts registered with them, where the original purpose has 
been frustrated. But in so doing they are restricted by the 
principle of cy prés, which means that the new purpose must 
conform as closely as possible to the old. The first sugges- 
tion is, therefore, for a committee of enquiry—a Royal Com- 
mission is suggested by Lord Beveridge—into all existing 
charitable trusts, including the many thousands of parochial 
charities, to consider the best way of bringing them into 
fruitful use and, hardly less important, to discover the facts 
about capital and income. The Charity Commissioners 
have the right to ask charitable trusts for an annual state- 
ment of accounts, but they find this very difficult to enforce, 
and new trusts are often formed without their knowledge. 


It is, however, known that the income and capital must be 
considerable. The Nuffield Foundation’s committee esti- 
mated the income of 5,000 charities for the benefit of old 
people as at least {5,000,000 a year. These 5,000 charities 
are less than one-tenth of the total number from whom 
the Charity Commissioners expect accounts, so that 
the total income from charitable trusts must be very 
large—and it is exempt from income tax. In addition, 
there are nearly 30,000 education trusts—again, the income 
from them is unknown—which are dealt with by the Ministry 
of Education. Here again, as the state has responsibility for 
providing primary and secondary education, educational en- 
dowments may benefit the taxpayer or ratepayer, rather than 
further the cause of education. Under the Education 
(Miscellaneous Provisions) Act of 1948, the Minister has, 
however, power to transfer to himself from the Charity Com- 
missioners the jurisdiction over endowments that are part 
educational and part not. He also has wider powers than 
formerly to draw up new schemes for educational endow- 
ments, although university endowments remain outside his 
jurisdiction. He has already made a scheme for combining 
a number of educational endowments in a county into one 
large fund from which sums for special benefits for certain 
grammar schools are allocated yearly and the rest given for 
other forms of educational benefit. If, as the Nuffield 
Foundation’s committee recommended, the income from old 
people’s charities could be used to give them what would mos 
benefit them—welfare services, the repair and recondition ing 
of almshouses, new types of homes and hostels and so on— 
some of the £5,000.000 would be spent to better effect. 


Nevertheless, even where non-financial benefits for the 
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old are concerned. the state’s sphere of responsibility is grow. 
ing. Under the National Health Service Act and the 


National Assistance Act, the local authority has in some cases | 


the power and in others the duty to provide many of the 
benefits for old people which at present are solely or mainly 
provided by voluntary action. The second suggestion for 
bringing charitable gifts into line with niodern conditions 
is, therefore, that funds should be established in England 
and Wales along the lines of those that already exist in 
Scotland, where they are called, in most unbureaucratic 
language, the “Common Good.” The Common Good, 
which has a counterpart in the United States in the Com. 


munity Chest, originated in the Middle Ages by grants of | 


land from the Scottish Kings to royal burghs ; according to 
Lord Samuel in the House of Lords debate, these funds have 
an annual income of £400,000, which is spent on anything 
regarded as for the good of the local community and which 
is not provided for by other funds. 


The benefits of an organisation of this sort are said to be, 
first, that it is a more suitable recipient than individual chari- 
ties for the pennies and shillings of the millions, and far 
more effective, through its concentration of purpose, in 
obtaining them. There may still be millionaires in the 
Socialist state who can endow charities of the size of the 
Nuffield Foundation, but the man who can provide thousands 
to endow a holiday home for children is likely to vanish. A 
good nucleus for the fund might also be found, Lord Samuel 
pointed out, not only in the charities whose original purposes 
are frustrated, but in the dormant moneys lying in banks 
and in the Court of Chancery. It is estimated that dormant 
deposits in banks of all kinds amount to at least £20 million, 
and unclaimed funds in Chancery to about £3,000,000. 
There are also intestacies, which at present benefit the 
Exchequer perhaps by as much as £150,000 a year, that 
could be given to the fund. 


* 


The second benefit from the establishment of Common 
Good funds is that it would prevent money from remaining in 
the control of a dead hand and maintain it for ever in the 
hands of the living. Many frivolous charities of the sort quoted 
by Lord Beveridge in his Charities’ Chamber of Horrors 
might thus be prevented. On the other hand, it would not be 
desirable if the establishment of Common Good funds were 
to preclude any charitable gifts elsewhere. The donors to 
the fund could presumably declare the purposes they would 
prefer their gifts to be spent on. But some might be con- 
sidered controversial by those administering the fund, and 
there might consequently be a tendency for Common Good 
grants to be made only to causes commanding the lowest 
common multiple of agreement—which hardly accords with 
the pioneering spirit that is the hallmark of voluntary action. 
There should always be a place for the crank and his whims; 
but since it is difficult for contemporaries to distinguish 
between the potentially valuable and the merely foolish, all 
such gifts should be subject to review after, say, a genera- 
tion to see if they fulfil a real purpose. If not, the funds in- 
volved should be handed over to the Common Good. The 
important thing is that the establishment of Common Good 
funds should not merely substitute the dead hand of a com- 
mittee for the dead hand of an individual. Provided this i 
avoided, the Common Good fund seems the best way of 
enabling the charitable instinct to fulfil what Lord Pakea- 
ham defined as the main purpose of voluntary effort in the 
modern world—the enrichment of personality, over and 
above the minimum guaranteed by the state, through com- 
munity action. 
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Chatham House 


HATHAM HOUSE, its meetings and its library have 
C become so much a part of the intellectual and social life 
of London that the celebration of its thirtieth anniversary 
comes as a surprising reminder of its youth and of the record 
of achievement with which it can now begin the approach 
towards middle age. The event has been marked this week by 
a banquet in the Guildhall, at which the Prime Minister has 
been the principal speaker. An institution that can thus 
celebrate a birthday is obviously one of some importance in 
the national scene; and the group of members of the British 
delegation to the Peace Conference of 1919 to whom—on the 
initiative of Mr. Lionel Curtis—the foundation of the Royal 
Institute of International Affairs was due, may well be 
proud of the results of their work. 


To have published some 200 items, ranging from 
pamphiets on current happenings to Professor Toynbee’s 
indispensable “ Survey of International Affairs” and his 
monumental “ Study of History” ; to have built up the best 
British library in its special field and a unique collection of 
press cuttings; to have a membership of over three thousand 
—and that restricted only by space and _ selectivity; 
to have a permanent staff of about 130, in addition to the 
collaboration of many scholars and journalists ; and to cope 
with an annual budget verging on {£100,000—here are all 
the signs of a considerable achievement. 


That achievement has not stopped at the limits of St. 
James’s Square. Meetings for information and discussion 
have been organised and well attended in other cities of 
England, Scotland and Wales. Work undertaken with cor- 
responding institutions in the Dominions, old and new, as 
well as with American and European centres of international 
studies, have helped to build up active and informed opinion 
and to form valuable intellectual and personal links. The 
work of the Institute has also done much to remedy the 
relative paucity of time and brains devoted to the subject in 
the universities—and even in Whitehall. 


* 


A Guildhall banquet is obviously no occasion for critical 
stocktaking; not even the ghost of the candid friend should 
be present to mar the feast. But the anniversary year is, 
in the view of some members, an opportunity for self- 
examination that should not be missed. The general public 
have some claim to be interested in the results of such 
examination ; for it is within the power of Chatham House 
to set a standard for research into the past and comment on 
the present international scene. This work can and does 
influence the facts and the interpretations that reach thinking 
and inquiring men and women through the universities, 
schools, adult classes, newspapers and broadcasting. It is 
not generally understood—especially abroad—that the title 
“Royal ” does not give the Institute official or semi-official 
Status. It has in fact maintained the principle that it makes 
NO pronouncements in its corporate capacity, but gives free- 
dom and responsibility—within reasonable limits—to the 
authors of the works it publishes. Its research work repre- 
sents not British policy but British scholarship, influenced, 
it 18 true, by those considerations of the national interest 
without which the student of international affairs cannot keep 
cet planted firmly on the ground. With such a responsi- 
bility the Institute may fairly be asked for assurances that it 


is doing all that is possible and desirable with the resources 
it commands. 


* 


There is some doubt in the minds of members of the 
Institute, and also of those who rely on it for their work, 
whether achievement has kept pace with growth. Causes 
for criticism have existed since the war that did not exist 
before 1939. The report of a planning committee completed 
in 1946 tried to define the real purposes of Chatham House 
and to survey the resources available for carrying them out. 
In spite of that clearing of ideas there is some evidence of 
confusion of purpose and activity. Members notice, for 
instance, that much energy goes into the kind of work that 
is calculated to attract from business firms and other inter- 
ested concerns the “corporate subscriptions” that now 
account for about one-third of its total income. The provi- 
sion of information sometimes appears to be gaining ground 
at the expense of research. There is, in fact, a danger of 
a vicious circle forming, in which the need for increased 
funds leads to increased overheads, added responsibilities, 
further expansion, and so to an even greater concentration 
on the raising of funds. 


Admittedly, rising costs are in some degree unavoidable, 
even in an institution that is content with a modest range of 
activity. The most indispensable services for which Chatham 
House is famous—the library, press cuttings service, and 
supply of periodical publications—are costly and may cost 
more. Members’ subscriptions alone could not pay for these 
services, and to maintain high standards the Council clearly 
cannot return to the practice of attracting into its service 
persons who were sometimes expected to regard the prestige 
of the house and the interest of the subject as compensation 
for low salaries. Moreover, a successful institution has an 
almost biological urge to expand. It finds it less difficult to be 
ambitious than to be modest; and this urge is likely to be 
felt the more strongly in a company where distinguished 
patrons and men of affairs offer both help and advice. 


It seems possible—it would be unfair to say more—that 
the urge to expand, which has indeed presented Chatham 
House with a problem of Lebensraum, is one of the reasons 
why the principal service of the Institute has been inter- 
rupted and has become dependent on generous subsidies 
from two famous American foundations. Publication of the 
“Annual Survey of International Affairs,’ unavoidably 
suspended during the war, does not look like resuming for 
some time its regular rhythm of writing and appearance. 
Plans for other publications have ranged perhaps too widely 
and sprung up too sporadically ; and the public have been 
denied authoritative treatment of the origins of those crucial 
international questions that puzzle and disturb them in these 
postwar years. 


Financial difficulties apart, it might be argued that the 
provision of information—even of instruction—on_inter- 
national affairs is as important a function of Chatham House 
as its research. Certainly experiments in that direction 
begun during the war have been conspicuously successful. 
But the weight of opinion in Chatham House has been in 
favour of catering for the specialist rather than for the general 
inquirer or reader. That being so, the reputation of the 
Institute stands or falls by its output of scholarly writings; 
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and its independence stands or falls by its ability to meet 
the cost of this part of its work without help from outside 
this country. This must not be taken to mean that Ameri- 
can benefactors have maintained anything but a most scrupu- 
Jous and generous attitude of non-intervention. It remains 
true, nonetheless, that Rockefeller aid, like Marshall Aid, 
should be used with the object of eventually attaining inde- 
pendence. And that independence, to judge from the last 
annual report, is not in sight. 


x 


Of the output itself, certain criticisms are heard which 
reflect not only disquiet but also the high expectations that 
the Institute commands. It is said, for example, that in 
present plans for continuing the annual “ survey,” insufficient 
allowance is being made for the intensely personal achieve- 
ment of the prewar volumes. The series was as much 
Professor Toynbee’s personal achievement as the “ Study of 
History ” itself. It is doubtful whether a team can produce 
as good results as a dominating mind. And even in assemb- 
ling a team, it has been found that the universities offer 
greater and more permanent attractions to those scholars who 
could make the most valuable contribution. It is said, too, 
that the planning of research is insufficiently systematic, and 
governed by no permanent and strictly enforced priorities ; 
that standard books are appearing on international affairs 
which should have been produced under the Institute’s 
auspices or with the assistance of its resources, These are 
criticisms suitable for the reflections thac an anniversary 
should induce. 


For financial reasons as well as for the other reasons 
mentioned, the question therefore arises whether the future 
of Chatham House does not lie in a more restricted, more 
modest field of activity. It has to be asked whether the 
studies in which it has been a pioneer can in the long run 
maintain their quality and independence unless its identity 
is merged with one of the greater universities. Such a 
merger would have these advantages: it would enable the 
Institute to qualify for the assistance of the University 
Grants Committee; it would provide this branch of learning 
with a central home firmly linked to other learned and educa- 
tional activities; it would ensure academic and scholarly 
direction instead of management by laymen with more 
experience of directing affairs than of studying them. And 


NOTES OF 


Sick Man of Europe 


Around the sick bed of the British economy the doctors 
are circling in sober consultation. The symptoms are evident— 
a steady flux of dollars. When Sir Stafford Cripps, the patient’s 
regular medical attendant, gave the House of Commons a 
general exposé of the case on Wednesday, he pointed out that 
the sterling area’s gold and dollar reserves had fallen from 
£471 million to £406 million in the last quarter, and gave no 


reason to suppose that the scale of the drain would be any 
less in the next. 


Such are the symptoms. So far every doctor is agreed. 
But each begins to differ when it is a question either of 
diagnosis or cure. Sir Stafford’s own diagnosis inclines to the 
belief that the British economy is succumbing to a sharp bout 
of American depression. In his brief statement he stressed 
the fall in price and in sales of raw materials exported from 
the sterling area to the United States and the decline in the 
sale of British manufactures. Dr Dean Acheson, doyen of 
the American medical school, does not agree. The patient, in 
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it might ensure that the best talents that devote themselves 
to this study could be assured salaries and status comparable 
to those offered in other branches of learning. 


It may. of course, be argued that the study of interna. 
tional affairs is not “ a good subject ” for academic work, that 
students are too close to the events which offer the mog 
interest and excitement, that the dispassionate study of con- 
temporary history is impossible. Within limits this is true, 
International affairs is indeed a bad subject for the under 
graduate, too wide, too vague for minds that are not fully 
grown. It can, too, be a bad subject for the graduate, if 
the events he chooses to study are too close to him and the 
evidence not available in anything like a final form. All this 
is a matter for debate. What is certain is this: whereas 
accurate research into the past—one thinks of the work of 
Gooch and Temperley—can set standards for the interpreta 
tion of the present, the attempt to interpret the present can 
and does prejudice the study of the past. 


x 


Some solution of Chatham House’s problems might there- 
fore be sought in a separation of functions. Research, 
properly speaking—the fully documented study of the past— 
might be left to departments of the universities where funds 
and talents would be made available. The compiling and 
provision of information and its use for judgments of con- 
temporary affairs might be left to the Institute. This would 
virtually mean the end of its activity in research. But it is as 
well to be frank and admit that the study and assessment of 
current events—even when done as admirably as in the 
annual “Survey ”—is not research, not scholarship, but a 
form of highly skilled political comnrentary. It is in fact 
annual as distinct from periodical journalism. It can be less 
passionate and personal than the most balanced work of 
the journalist; but it will still not be quite impersonal and 
entirely dispassionate. The functions of “ advancing the 
sciences of international politics, economics and jurispru- 
dence,” of providing “ means of information upon intet- 
national questions,” and of encouraging the “ study of inter- 
national questions ” have become confused, as indeed they are 
in the Charter of the Institute in which they are laid down. 
To separate them and to decide which is most important 
and which can be best afforded is the problem to which the 
many friends of Chatham House are turning their minds. 


THE WEEK 


his view, is chiefly suffering from a lack of competitive 
efficiency. The switch in world trade from a buyer’s to a sellet’s 
market has long been foreseen, he said in Washington. This 


is no crisis ; the disease is not fatal. The patient needs to bestir 
himself, that is all. 


Dr Snyder, who seems to have been surprised by the 
number of sick calls he is receiving on what he planned to 
be largely a European vacation, visits the patient this week. 
It is likely that his diagnosis may not be far from Dr Acheson’s. 
He may, however, be under more immediate pressure to suggest 
a cure. But here again, there is likely to be a discrepancy 
between British and American medical thought. The British 
tend to favour a low diet and dollar transfusions, the Americans 
brisk remedial exercises and open windows, When the Com- 
monwealth medical mission arrives next week, it may well be 
that their opinions will turn out to be as radically divided, 
influenced though they will be by their close relationship to 
the patient. 


It is therefore unlikely that the time of palliatives is over yet. 
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Sir Stafford wants to postpone decisions for another three 
months and to complete first a full round of consultations. In 
Paris the experts of the Marshall plan countries have prepared 
a number of plugs and tourniquets, in the shape of new pay- 
ments agreements, which will be applied in the course of the 
summer. Meanwhile, the patient will lie unhappily worrying 
while he himself and everyone around him continue to feel his 
pulse and watch his temperature chart, 


x * * 


Trouble in the Docks 


In the long history of dock labour troubles there can 
scarcely have been a more confused dispute than the one 
which has at present brought 8,500 London dockers out on 
strike and immobilised 100 ships in the Port of London. Over 
three months ago the Canadian Seamen’s Union, which is led 
by Communists, started a series of strikes which caused trouble 
at many seaports in the western hemisphere. The real, though 
nor the technical, cause of this was the preference of the 
Canadian employers for doing business with the Seafarers’ 
International Union, which, being affiliated to the American 
Federation of Labour, has not been averse to strong-arm 
tactics in dealing with Communists. But when trouble broke 
out in Britain, the Canadian Seamen’s Union found themselves 
supported by a large element of the British dockers. 

The strike reached London when, at the request of the 
Canadian Seamen’s Union, the London dockers refused to work 
the Beaverbrae and the Argomont, Two and a-half weeks ago 
an agreement was patched up with the employers, only to be 
repudiated again by the Canadian Seamen’s Union. At this 
point the dock employers decided that matters had gone far 
enough, and in accordance with their rights under the dock 
labour scheme to allocate priorities, declared that until the two 
Canadian ships were cleared they could not engage dockers 
to clear any ships coming into the port. This move was 
intended to show the dockers how irresponsible was their 
support of the Canadian Seamen’s Union, but it gave the 
Communists, ably supported by their fellow travelling mouth- 
pieces in Parliament, a perfect opportunity to declare that the 
dockers were victims of “ an old-fashioned bosses’ lock-out.” An 
obscure feeling that the bad old days are back again has resulted 
in the growing paralysis of the London docks. 


* 


The issue is complicated by two subsidiary rows. The Inter- 
national Seamen’s Union, who ever since the disputes began 
have been trying to use them to smash the Canadian Seamen’s 
Union, have concluded that the British dockers, and therefore 
the British people are suckers for Communist propaganda. If 
they decide to boycott all British ships in American ports they 
may well produce the same degree of paralysis in the seaports of 
America. At the same time the British Transport and General 
Workers’ Union, to which most dockers belong, but whose 
members comprise only about a quarter of the strikers, has 
used the opportunity to denounce the old independent 
Stevedores Union, most of whose men are on strike. Altogether 
the Communists can be very satisfied with the economic 
damage they have done and the distrust and bitterness they 
have engendered. 

The Government have rightly decided to use troops to clear 
perishable cargoes in the upper port, but that wili not solve 
the dispute, which turns, not on finite questions of material 
rewards, but upon confusion of sentiments and sympathies. 
The docks have been the weakest link in the chain of industrial 
discipline since the war, quite apart from being an industry 
whose productivity lags far behind the demands of the national 
interest. The Transport and General Workers’ Union are 
obviously worried that if they produce much more evidence of 
having lost control of the labour force the easy-going and 
expensive dock labour scheme may have to be replaced by a 
harsher system. The pall of inactivity which today covers the 
world’s greatest port makes nonsense of Sir Stafford Cripps’s 
claim that Britain’s productive capacity as at present organised 
18 sufficient to meet its difficulties. 


65 
The Railwaymen Hold Off 


In the face of the hostility of public opinion and a 
promise of a Ministerial investigation of their claim, the 
threatened “ go slow ” strike of the National Union of Railway- 
men, which was to have started last Sunday night, petered out 
all over the country, except for a small demonstration at 
King’s Cross. The union leaders, having concluded that the 
country would not stand for a paralysis of the railway system, 
turned their attention to their annual conference, where Mr 
Figgins drew a moving picture of the decline and drift from 
the industry if the wages of the lower paid men were not 
increased, and if the workers were not given a share in the 
administration of the railways. But lest there should be any 
idea that their irritation with the attitude of the Government 
extended to the political sphere, the conference reaffirmed 
their support for the Labour party in terms which challenged 
the Tory party to try to govern if it dared. 


In the meanwhile the negotiations with the Government for 
the settlement of the railwaymen’s claims have moved more 
slowly than was expected. A meeting on Wednesday between 
the unions and the Ministry of Labour’s chief industrial com- 
missioner was adjourned until Friday. There ate two prob- 
able reasons for this delay. In the first place, although it is 
only the NUR which is at odds with the Railway Executive 
over wages, an alteration of wage rates must be negotiated 
with three other smaller unions as well. Two of these, the 
Amaigamated Society of Locomotive Engineers and Firemen, 
and the Railway Clerks’ Association, which represent skilled and 
salaried men where the NUR represents general labour, are 
extremely suspicious of the empire building ambitions of the 
NUR, and fearful lest its bulldozing tactics may upset the 
delicate structure of industrial relations in the industry. In 
the second place, the Ministry of Labour is anxious to assess 
the meaning and the effect of Sir Stafford Cripps’s statement 
that personal incomes must not be increased before deciding 
on its line of action. It is to be hoped that the Minister’s 
intervention, if it does take the form of a court of inquiry, will 
not be a mere Solomon’s judgment to split the difference 
between the claims of the NUR and the offer of the Railway 
Executive (which anyway involves more money than the 
industry can afford). It would be much more valuable if the 
Minister were to suspend all question of an award until a sharp 
and deep probe had been made into the whole structure of 
labour relations in the transport industry, in the light, not of 
the easy life which railwaymen and dockers desire, but of an 
integrated and low cost transport system. 


* * * 


And the Miners Hold Fast 


This is the season of trade union conferences. At the 
conference of the National Union of Mineworkers at Porth- 
cawl the facts of the economic situation were laid squarely 
before the delegates. Sir William Lawther, once the great 
firebrand of the union, urged responsibility and restraint. He 
is only too well aware that the continued pressure for economic 
benefits will precipitate an economic crisis sufficient to wreck 
the Labour Government. Mr Herbert Morrison delivered one 
of his homilies upon the moral climate of Socialism, suggesting 
that the miners should exorcise the bitterness of the past by 
pounding the faces of coal seams not of the community. Mr 
Gaitskell spoke of the economic dangers in words which came 
near despair. 


Despite the fact that the union’s executive resisted attempts 
to commit the union to a demand for a shorter working week, it 
would be wrong to suppose that the miners have no further 
demands to make. In spite of repeated warnings that the Coal 
Board cannot afford to give the miners any further concessions 
the union has decided to press ahead with the scheme for 
supplementary pensions. This scheme, and the proposal for 
an extra week’s paid holiday (which was recently rejected by 
the Arbitration Tribunal) are points of the miners’ Charter 


j 
F i 
5 
iF 
i 
23 
i 
+. 
i 
bi 
if 
l 
a 
3 












































66 


drawn up three years ago, which are still outstanding. The 
vnion has not yet advanced very far in formulating details. 
An adequate pension scheme, in view of the growing age 
unbalance in industry, could hardly cost less than {10 million 
8 year, and, though it would presumably be on a contributory 
basis, it would still mean an additional burden on the coal 
industry. Feeling is strong in the NUM about pensions, and 
Mr Arthur Horner described it as the “ most urgent matter” 
for this year. Officials, clericals and supervisory staff employed 
by the Board have superannuation schemes and the miners see 
no reason why a nationalised industry should not similarly 
reward its elderly manual workers. The same issue has arisen 
recently on the railways, anid negotiations are now going on 
in regard to all the nationalised industries. The difficulty is 
that, since the coming into force of the National Insurance Act 
it is less easy to argue that particular sections of workers should 
receive preferential treatment. There may be justifiable resent- 
ment among other groups of industrial workers if the miners 
are favoured in this as in so many other respects. 


Does the pension claim, as has been suggested, mean that 
the miners are prepared to forgo their claim for higher wages 
ali round? And, if so, for how long would they forgo a 
wages claim? Equally there is the question of manpower. 
Although the union appears to place a higher premium upon 
increased manpower than upon increased productivity per man, 
Mr Arthur Horner may well be right in contending that the 
Control of Engagement Order keeps more recruits out of the 
industry than it keeps unwilling workers in. Certainly the 
half-yearly manpower figures, which show a decline in the 
total labour force and scarcely any progress towards an increase 
in the number of face workers, suggest that there is something 
wrong with the present policy. The half-yearly figures of 
output show that the miners have cause to take the words of 
Sir William Lawther and Mr Gaitskell seriously, for it has 
increased at an annual rate of only 5,000,000 tons over last 
year or 2,000,000 tons less than the gloomies’ assumption of 
the Economic Survev. 


* o * 


Death of a Comintern Hero 


The death of George Dimitrov removes one of the most 
picturesque figures of international Communism. His world 
reputation rests mainly on the way in which he conducted his 
spirited defence at the Reichstag Fire trial in Leipzig in 1933. 
The comparative liberalism of Nazi justice in Hitler’s first 
year of power allowed him to argue with Géring in court and 
to get the better of him. No situation so damaging to the 
prosecution would, of course, ever have been allowed in a 
court of the Soviet Union or of its “ popular democratic ” 
imitations, such as the Bulgaria of which the triumphant 
Dimitrov has been Prime Minister for the last two and a half 
years. 


Apart from this one bright incident, there is no special 
reason to regard Dimitrov as a remarkable person. The son 
and brother of revolutionaries, he was active from an early 
age in the faction of the Bulgarian Social Democrat Party, 
whose position roughly corresponded to that of the Bolshevik 
faction within the Russian Party, and which after the first 
war became the Communist Party of Bulgaria. In the 
"twenties he bore his share of responsibility for the stupid 
mistakes of the party, such as the directive to the workers to 
leave the peasants to their fate in the counter-revolution of 
June, 1923, and the hopeless insurrection of September, 1923, 
which cost many Bulgarian workers a horrible death. 


In the following ten years Dimitrov was an undistinguished 
professional revolutionary in exile; but on the strength of 
his Leipzig record he became General Secretary of the Comin- 
tern. It was he who at its seventh (and last) world congress 
maugurated the policy of the Popular Front. Whether he 
merely acted as a picturesque mouthpiece of Stalin and the 
Soviet Politburo, whether his work as General Secretary was 
more than that of a competent stooge, it is impossible to say. 
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The sycophantic imitation of the “ genial teacher,” amounting 
even to little tricks of style, which Dimitrov has shown since 
1935, suggests the stooge rather than the original thinker, 


Since his return to Bulgaria in 1945 Dimitrov’s maig 
characteristics have been vanity, pomposity and ferocity. The 
first two qualities emerged from the campaign to build him 
up as the little Stalin of the Balkans ; the third was revealed in 
his treatment of Nikola Petkov, the peasant leader, whose whole 
life had been spent in fighting oppression. The memory of 
the world-wide agitation of democrats to secure his own 
release by the Nazis doubtless gave Dimitrov a special savour 
of perverted pleasure when he declared in September, 1947, 
that the sentence of hanging had been carried out on Petkoy 
because foreign Powers had presumed to intervene in Bulgarian. 
justice. 

* * * 


Belgium’s « Royal Question ” 

Last week’s general elections in Belgium barely altered 
the balance of forces which existed before. The fact is not 
surprising, since the last years have been a time of great pros- 
perity and people can hardly have felt the need for a drastic 
change. Women voting for the first time helped to swell the 
Christian Social (Catholic) vote, but their intervention was not 
decisive. The Christian Socialists took votes from the Com- 
munists and the Socialists—as did the other Right Wing party, 
the Liberals—but failed by two seats to secure the absolute 
majority in the Chamber which is now theirs in the Senate. 


The Christian Socialists must therefore seek a coalition either 
with their old colleagues, the Socialists, or with the Liberals, 
and for a week their choice for Prime Minister, M. Van 
Zeeland, has attempted to form a Ministry. He has, however, 
had his task rendered impossible by his Party’s decision that 
a coalition can be based only upon an agreed solution of the 
“ Royal Question.” In their electoral propaganda the Christian 
Socialists pledged themselves to end the Regency and to restore 
King Leopold to the throne. Having failed to secure an 
absolute majority, they were thus committed to securing the 
acquiescence of either the Liberals or the Socialists in 
the King’s return and to making such an agreement the basis 
of the coalition. But neither group would accept the terms. 
The Liberals doubt the wisdom of such a move. The Socialists 
are strongly opposed to it. M. Van Zeeland has had therefore 
to abandon his search. The Regent must entrust the task to 
a Liberal or a Socialist. 


To subjects of other constitutional monarchies there is much 
obscurity in the Belgian “ Royal Question.” To the British, 
the Dutch and the Scandinavians it is clear that the monarchy 
is above all else a symbol of unity. Once that unity is lost, 
once the nation is deeply divided about the monarch, no 
amount of passionate partisanship by the King’s supporters cam 
restore the bond. By seeking to return on the vote of one 
political party and by blocking the way to the succession of 
his son, King Leopold appears to be undermining the constitu- 


tional monarchy which he is trying with such obstinacy 10 
defend. 


New London Railways? 


The Minister of Transport has published the Report of 
the “London Plan Working Party” of the British Transport 
Commission. There can be no doubt that its proposals for 
severa] new tube railways in London, costing hundreds of 
millions of pounds, fall most inappropriately on the ear of a 
public anxiously waiting to hear what further instalments of 
austerity and economy are to be imposed on it. But it would 
be unfair to blame the authors of the report for the timing 
of its publication. These are not new proposals, but only one 
more stage in a process of drawing up grandiose plans on paper 
that will last for some years yet. 


The story goes back to the Plans for the County of London 
and for Greater London drawn up by Sir Patrick Abercrombie 
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and others while the war was snll on. These Plans contained 
certain proposals about the railways of London, of which the 
most spectacular was the proposal to get rid of Charing Cross 
Bridge and Station by putting underground all the railways 
serving them. These proposals were referred to a committee 
under Sir Charles Inglis’s chairmanship, which reported in 
January, 1946, rejecting most of the Plan’s specific proposals 
but putting forward more technically practical ways of 
achieving the same objects. Conformably with its terms of 
reference, the Inglis Committee devoted a large part of its 
attention to the removal of Charing Cross and Cannon Street 
stations, which would require no less than five new tube 
railways. 

Now the Inglis proposals have been further examined by 
the Transport Commission’s Working Party. The original 
planning objectives have almost disappeared, and the Working 
Party obviously thought it of little practical value to set down 
in detail what would have to be done to remove Charing Cross 
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without inconveniencing the passengers who use it. This, 
no doubt, is the right attitude. Charing Cross Station and 
Hungerford Bridge may be eyesores and obstacles to planning ; 
but it is not worth while spending many scores, and even 
hundreds, of million of pounds just to remove them. Either 
they must stay where they are, or else the amenity of removing 
them will have to be paid for by decanting the railway pas- 
sengers south of the river. The result of this different approach 
is that the Working Party has been able to concentrate its 
Primary attention on those schemes that would show a definite 
traffic advantage, and its “first priority” proposals are those 
shown in the map. 


* 


Anybody who knows the facts about London traffic would 
agree that these proposals—together with some subsidiary 
Proposals for the electrification of some existing railways— 
represent a practical scheme which would bring much improve- 
ment. If there are to be large-scale railway works in London, 
these are the schemes to put forward. But it is a defect of the 
way in which the subject has been handled that nobody has 
been asked to inquire whether further large sums of capital 
Ought to be spent on London railways at all. The present 
Proposals would cost some £340 million, and though there is 
no reason to be frightened of the large figure, since it would be 
Spread over 20 or 30 years and would represent only about £1 
or £2 a year per head of the population of the area, it is still 
necessary to ask whether any capital at all should be spent in 
schemes which will show little or no return on the money 
mvested. What exactly is the justification for the rest of the 
country subsidising the transport of London ? 


The Minister of Transport has made i clear that he is not 
committed to any of these proposals. He will have to make up 
his mind about this major conundrum. Since it is official 
policy, with which everybody agrees (or at least from which 
nobody openly dissents), that the population of Greater London 
should be encouraged—indeed, compelled—to spread itself out 
more widely, it is obvious that the average Londoner is going 
to do more daily travelling. Does he deserve to have a subsidy 
to help him to travel more quickly and conveniently ? 


x x * 


Defence in the Air 


A more intelligent defence exercise than the Services 
usually achieve has just been completed by the Royal Air Force. 
The atmosphere of small boys playing at soldiers was notice- 
ably absent from exercise “ Foil,’ and there was none of the 
futile claims and counter-claims of “Red” or “ Blue” air 
forces. Instead, Fighter Command sensibly decided to keep 
its defence organisation in good repair simply by exercising 
it against an assortment of the different types of air raids 
which could be directed against this country. Bomber Com- 
mand, in the words of Air Marshal Sir Basi! Embry, was used 
as a sparring partner, not as an opponent, with instructions to 
strike at particular areas in a particular manner in order to 
test the defence system in as varied a way as possible. 


Air defence today is a complex business. The three separate 
organisations for air warning, air interceptions and the control 
of anti-aircraft guns have to fit togther perfectly if they are 
to provide adequate protection. Each in itself demands a high 
degree of technical skill which can only be attained by constant 
practice. But while it is possible in the course of normal 
training to arrange local exercises in, say, air interceptions, 
the blending together of all the separate parts can only be 
practised in exercises on the grand scale, and this was the 
purpose of exercise “Foil” last week. A very large part 
of Britain’s fighter force, most of the auxiliary squadrons 
and the Observer Corps were used over an area covering the 
Midlands and the south and west of England. The results 
are still being analysed, but the immediate benefits of. the 
exercise were obvious. At the beginning, bombers, even of 
the slowest types, were not being intercepted until they were 
dangerously close to their targets ; by the end of the exercise, 
jet fighters, simulating the bombers of the future, were caught 
while they were still over the sea in spite of the great height 
and speed at which they were flying. et 

The presence of American and Dutch squadrons and of 
observers from other Western Union countries was a welcomes 
sign of the progress which is being made in co-operation on 
defence matters in western Europe. It is to be hoped that 
the exercise will have encouraged the Dutch, Belgians and 
French to adopt the British system of air defence, which, 
though complicated, has proved its worth in war, 


* x * 


Masters of the German Economy 


Under the provisions of the Occupation Statute, which 
comes into operation as soon as the first government of the 
Federal Republic of Germany is formed in September, the 
United States retains a dominant share in control of the 
country’s economy. Mr John McCloy, the ex-president of the 
International Bank, who has just arrived in western Germany 
and will act as Military Govetnor until he takes up his post 
as US High Commissioner, will be one of the most influential 
men in Europe. With the commander of the American forces 
he will personify the United States in its role as a power in 
Western Europe. 

The Occupation Statute, agreed last April between tho 
western powers, laid down that an Allied High Commission 
should be formed, in which the United States should have a 
weighted vote in all matters affecting Germany’s capacity to pay 
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its way. This arrangement already prevails in the existing Joint 
Export-Import Agency. Its justification obviously tests on the 
fact that the United States is bearing almost alone the burden of 
making good western Germany’s external trade deficit. Clearly, 
the American voice will be decisive in a great many matters 
that have political implications, including credit policy, internal 
price controls, and the extent of the Ruhr’s trade with the 
Russian-controlled countries. Decisions in this last matter 
will in turn affect the extent to whicin German products will 
compete with British goods in western markets. The responsi- 
bilities of Mr McCloy will indeed be far-reaching. 


The prospects are that American powers will be used more 
to achieve the general European objectives of the Economic 
Co-operation Administration (ECA) which controls Marshall 
aid, than to further American aims for Germany alone. In 
order to prevent a conflict of organisations, Mr McCloy com- 
bines the positions of High Commissioner and of head of the 
ECA mission in Germany. The charter of the High Com- 
mission, which was signed in Paris on June 2oth, indicates 
clearly that it is the ECA which will exercise the right of 
deciding on matters affecting Germany’s ability to pay. In 
his capacity as chief of ECA in Germany Mr McCloy will be 
responsible to Mr Harriman, and he need consult with his 
British or French colleagues on the High Commission no further 
than his own conspicuous wisdom and tact commend 


Fortunately, in most fields, the charter of the High Com- 
mission provides for a continued collaboration between the 
British and Americans (with the addition of the French) of 
the kind which has been successful in the Anglo-American 
Bipartite Control] at Frankfurt. 


* ss a 


Strings on the Bonn Government 


Though much depends on the way its terms are interpreted, 
the Occupation Statute and the charter of the High Com- 
mission give the impression that the occupying powers have 
lamentably failed to create a clear-cut organisation. Nothing 
less is needed to fulfil the occupying powers’ task of granting 
the new federal government equality with the other govern- 
ments of Marshall Europe, subject only to provision for military 


security and to supervision of the civil rights embodied in the 
Bonn constitution. 


Perhaps the most important aim in Germany is still to estab- 
lish the rule of law, not only by preaching but also by practice. 
How that is to be achieved under the complex system of over- 
lapping authorities that is now being established is hard to see. 
Too often in the past control authorities have taken arbitrary 
action, or blocked German action, in contravention of their 
own Military Government laws. This state of affairs makes 
Military Government take the place in German eyes of the 
Gauleiter whose whim could override the law, and it invites 
evasion by Germans. It is true that Military Government 
decrees are now being revised wherever they appear to conflict 
with the Occupaiton Statute, but it is unlikely that a clean 


sweep will also be made of all those that have proved 
unworkable. 


Western Germans will be “observed” or directed by a 
whole hierarchy of bodies. The High Commission will have 
committees for political affairs, foreign trade and exchange, 
economics, finance and law ; sub-committees with the func- 
tions of existing bodies, such as the Joint Export-Import 
Agency, the Decartelisation Group, the Coal Control Group, 
Stee] Control Group, the Combined Travel Board (which will, 
it seems, stil] decide whether a German may be trusted to 
travel abroad) ; and the work of the Information and Cultural 
Affairs group goes on. In addition, the High Commission will 
have under it the Military Security Board, a Civil Aviation 
Board, and a sub-committee on foreign interests. Apart from 
the High Commission, there will also be the Ruhr Authority, 
with powers for inspecting and controlling heavy industry 
throughout the country. Finally there is the ECA Mission. 





THE ECONOMIST, July 9, 1949 


Through this maze a new and weak German Government is 
expected to find its way and operate with the loyalty, respect 
and obedience of its citizens. The occupying powers should 
think again. 

* * * 


Moscow and East-West Trade 
There is some bewilderment among members of the 


Economic Commission for Europe (ECE) in Geneva at the © 
attitude adopted recently by the Soviet Union towards cast | 


west trade. It was on Soviet initiative that a special trade 
committee was set up earlier this year under the auspices of 
ECE. Yet last month, when the first concrete proposals for 
action were placed before the committee by the ECE Secre. 
tariat, they were obstructed by the Soviet delegate, Mr 
Arutunian. His instructions were apparently to the effect that, 
while he should stop short of killing the committee, he should 
prevent any positive action being taken. 


The committee was asked to explore the ways and means 
by which long-term trade negotiations could best be conducted 
between east and west. Two main proposals were made. The 
first called for submission by east European Governments of 
data on their trade plans similar to that submitted by the 
western countries to the Marshall organisation at Paris. This 
was rejected by Mr Arutunian on the grounds that the Paris 
data are inaccurate and in fact involve no serious commitment 
by the western governments. On the other hand, the Russians 
declared, the submission to ECE of eastern trade plans, which 
have the force of law, would be both an unbalanced procedure 
and would divulge commercial secrets. 


The second suggestion before the trade committee was that 
each government should commit itself to return to Geneva in 
several months with two lists, one giving export possibilities 
commodity by commodity, and the other stating the conditions, 


such as possible counter-deliveries, which would make such 
exports worth while. 


Five days of serious debate and discussion were followed on 
the sixth and last day of the conference by a Soviet refusal 
to proceed with any of the proposals. Their behaviour at 
Geneva fits in with a plausible explanation for Soviet policy 
on all European matters since the beginning of the year. It 
is argued that six months ago the Kremlin was considering a 
compromise settlement on many of the outstanding differences 
with the west, and with this in mind it set on foot both the 
trade committee at ECE and the Foreign Ministers’ meeting in 
Paris. As the year wore on and the prospect of an American 
recession became a reality, Moscow—it is argued—perhaps 
decided that time was, after all, on its side. The Russians 
may have calculated that, in the coming months, the economic 
problems of the western nations would grow rapidly to the 
point where they would be compelled to turn east for markets, 
and to negotiate for these markets as supplicants rather than 
as equals. 


* * * 


Facts Please, Mr Bevan 


Mr Aneurin Bevan continually disappoints those who 
discern in him the lineaments of statesmanship by indulging 
his love of party polemic. It is an expensive taste—expensive 
in political goodwill, of which the Labour party stands in 
special need. In the debate on housing last Monday, Mr 
Bevan appeared to have some interesting and significant things 
to say. But they were so interlarded with attacks against the 
Opposition—ending in a piece of childish bad temper—that 
the drops of comfort were dissolved in acid. 


The debate was opened by Mr Walter Elliot, who concen- 
trated his attentions on the deployment of manpower in the 
building industry and particularly on the high cost and low 
output of houses compared to the nineteen-thirties. He argued 
that in 1937-38 and in 1947-48 there were just over a million 
men employed in the building industry of whom about one- 
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third in each case was employed in building new houses, yet 
in those prewar years some 364,000 new houses a year were 
built, while in 1948 only some 214,000 houses were completed 
at a cost at least three times as high as the prewar house. 
His contention was that the labour force was inefficiently 
deployed, even allowing for the fact that houses are now 
larger and better equipped. 


In answer to these charges Mr Bevan made some very 
jnteresting assertions. He said, for example, that the cost 
of building—all building and not housing alone—had moved 
“in exactly the same ratio as all other costs,” but no informa- 
tion has been made public about current housing costs Later 
he said that the time taken to build a house had now been 
reduced from 18 months to under a year, that costs were 
tending to fall, and had already fallen by £10 a house, because of 
the decline in the cost of timber and non-ferrous metals. He 
also said that rents for postwar houses bore the same relation- 
ship to postwar earnings as prewar rents bore to prewar earn- 
ings. No information about rents has been published by the 
Ministry of Health. All these are very interesting assertions, 
and they may very well be true. If they are true, then Mr 
Bevan should be able to meet his opponents equably, and be 
confident enough to give them the facts. Until he does, the 
costly housing schemes, such as those of the London County 
Council where the deficit on each new house is now running 
at £16 a year, will continue to be flung in his face. 


* *« * 


Drought and Harvest 


The return of milk rationing from tomorrow onwards 
underlines the fact, already well known to every owner of a 
garden, that the drought is reaching serious proportions. For 
once the eye of heaven is shining more brightly upon Britain 


69 
than upon the Continent. Except in Spain, where disastrously 
dry spring weather has reduced the prospects of the cereal har- 
vest, the western European harvest is likely to be almost as good 
as in 1948. In northern Europe and in Italy the crop may indeed 
be larger than last year, although in France it is estimated 
that the breadgrain harvest will be eight to ten per cent lower 


than last year, but this is due to economic as well as climatic 
reasons. ; 


In Britain although the drought has accelerated the usual 
seasonal decline in milk yields and has caused severe damage 
to vegetable crops, it has not yet jeopardised the cereal crops, 
except On the light lands. According to information collected 
by the National Farmers’ Union, Oxfordshire, Devonshire and 
Cornwall are the areas where crops are in greatest danger, 
Elsewhere they have so far suffered no major damage. 

The most striking effect of the drought which has already 
lasted in the London area for nearly five weeks, is to reveal 
once again the pitifully inadequate organisation of Britain’s 
water supplies. The drying of wells and the emptying of 
reservoirs has been particularly severe as there has been a 
consistent lack of rain since last September—in East Anglia 
the monthly rainfall was on an average only 68 per cent of 
normal throughout the winter months. The result can be 
seen in waterless villages and country towns—particularly in 
Essex and Yorkshire—and even in the outbreak of a certain 
amount of disease. 


Faced with the inadequacy of water collection and distribu- 
tion, a problem which has been exacerbated by the growth 
of the big towns and the necessity of satisfying the demands for 
better amenities in the agricultural areas, the Ministry of Health’s 
policy has been to aim at the development of a number of 
large sources of supply. The capital expenditure thus involved 
has of course made such developments an easy prey to the 
cuts in the Government’s expenditure. Although the policy is 
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Water Purification 


As a coagulating agent, Aluminium Sulphate of 
various types, containing from 14. to 22 
alumina (AJ,O,) is supplied in grades according 
to specific requirements. ALUMINOFERRIC 
is the SPENCE trade name fer the commercial 
grade of aluminium sulphate, and it is used for 
most requirements where low cost and satis- 
factory quality are required. 

Carbonate of lime, or calcium carbonate, 
sodium aluminate are other SPENCE chemicals 


used for water purification. 
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undoubtedly a right one, the Ministry may have to encourage 
smaller individual schemes which can later be dovetailed into 
a larger programme, if the recurrent crises in Britain’s water 
supplies are to be even partially abated in this generation. 


* * * 


A Shadew on Education 


The long shadow of the economic crisis was Cast even over 
last Tuesday's education debate in the House of Commons. 
Neither Mr Tomlinson nor Mr Hardiman breathed a word of 
anxiety on this score, but Opposition speakers, particularly 
Mr Law, expressed some concern about priorities in education 
if economic difficulties made it necessary to curtail expenditure 
on education. With the gathering economic storm fears of 
this kind are bound to increase. Mr Hardiman waved the 
apprehensions aside 

Our view is that educational expenditure being about 5 per cent 

of the total revenue of the country is not at ajl an extravagant 
investment. 


The diagram below shows how much educational investment 
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has increased over the last ten years. There is probably no 
form of expenditure in the social services which will yield better 
dividends in the long run, but in the present emergency, such 
an argument may be hard to sustain. Apart from these anxieties 
the only new feature of the debate was a partial acceptance by 
the Minister of the Working Party’s report on University 
Awards. Presumably there is more to come from him, but it 
was disappointing that he could only give his blessing so far 
fo an increase in the number of state scholarships from 870 to 
970 for this October, and to a revised and more generous 
system for the assessment of the grants given to state scholars. 
Both these things are welcome, and there is no immediate 
urgency for giving a large increase in state and county scholar- 
ships while the ex-service grants continue. But the Working 
Party’s report was published last December, and negotiations 
with the universities and the local authorities have been going 
on ever since. There must be a hard core of disagreement for 
a concordat to take so Jong in arriving. 


* * * 
A Disappointing Report 
The secretariat of the United Nations has this week 
released Part I of a “World Economic Report,” timed to 
coincide with the opening of the ninth session of the Economic 
and Social Council at Geneva. The first in the series is 
entitled “World Economic Conditions” and this subject is 
broken up into three main studies—on production and supply 
of goods, inflationary and deflationary developments, and inter- 
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national trade and finance. The hope is expressed that, coupled 
with three further reports on more specialised areas and 
problems, the document will serve as a valuable guide for the 
current discussions in Geneva. 

The ground covered in this report was already well trodden 
by previous surveys, among them the excellent study carried 
out earlier this year by the Economic Commission for Europe. 
Therefore the new offering stood little chance of gaining wide 
attention unless it contained either important new information 
or presented the old facts with a new coherence and force, 
Unfortunately neither the contents nor the presentation bear 
any marks of novelty. Indeed, the document tends to be a 
compound of tediously spun-out platitudes, and in some 
instances it is positively confusing. We are told, for example, 
that “ the rise in the percentage of unemployment (in Belgium) 
must thus reflect the failure of output to keep pace with the 
increase in productivity. .. .” 

What the report does include, however, is a useful com- 
pilation of statistics on trade and the balance of payments, 
employment, and production, 


* * x 


Growing Pains in Turkey 


Modern Turkey has an enviable reputation for stability. 
As a result any trouble there, even in a minor key, makes 
news. This is what has happened, rather unfairly, over the 
quarrel at last week’s annual conference of the opposition 
Democratic Party, when delegates accused the Government 
of rigging elections and retaining too tight a hold on the 
country through the police. Spokesmen for the ruling People’s 
Party had, of course, to reply ; and too much should not be 
made of their counter-accusations that the Democratic opposi- 
tion wanted to attain power by a “ revolutionary movement.” 










































The State of the Nation 


That ministers have nothing to apprehend from Mr 
Disraeli’s motion, and that they wish the state of the 
nation to be fully explained to the House of Commons 
and the country, is plain by their giving up a Government 
day to enable him to bring the subject forward. . .. If 
Mr Disraeli had endeavoured to connect the circumstances 
of the country in 1842-1846 with legislation, he would 
have found no consolation for his party, and no support 
for his protectionist theory. Sir Robert Peel’s first great 
step towards free trade—the alteration of the tariff in 
1842—-was fortunately accompanied by a succession of 
extraordinarily abundant harvests, to which his reputation 
was much indebted ; but it is, nevertheless, a fact which 
Mr Disraeli and his friends must not be allowed to over- 
look, that the great alteration in our commercial policy 
. . . took place in 1842, and thus, the prosperity of 1846, 
which delighted him so far as it was connected with 
legislation, is to be traced to free trade: .. . 

.. » Mr Disraeli overwhelmed the House of Commons 
with a host of figures about export and import trade— 
about paupers and poor rates—about the fall of prices in 
calico and corn—uninformed by any principle, and 
marshalled by no method. Many of his statistical state- 
ments were immediately refuted by the Chancellor of 
the Exchequer, who supplied the public with some most 
gratifying evidence that the collapse from the great 
excitement of 1846, and the famine of subsequent years, 
has passed its worst state—that employment is increasing 
in the manufacturing districts, and poor rates decreasing 
—and that the nation has passed through the crisis, to 
rescue it from which nothing has so much contributed 
as the supply of food from abroad and the freedom 
imparted, by successive abolitions of restrictions, to the 
operations of commerce. The debate on Monday has, in 
fact, done much good, by dissipating many of the delu- 
sions which the protectionists have assiduously nourished. 
Though the motion can lead to nothing .. . it will be 
of great public service, by drowning a heap of floating 
fallacies, and making buoyant and radiant many saving 
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Of greater importance is the fact that, in its effort to intro- 
duce gradually a democratic form of government, the present 
‘Turkish regime has reached the point when genuine sparks can 
fly without automatically setting fire to the fabric of the state. 


The so-called present crisis began when the Democratic 
Party issued an ambiguously worded communique, in which it 
urged voters 10 stand by their rights at next year’s general 
election. It specifically said that the Party intended to proceed 
within the law in its struggle to achieve power. On the face 
of it this was no more than might be said in any democratic 
regime ; it cast innuendoes on the other party and acted a a 
rallying call to supporters of the home side. The Prime 
Minister, Mr Shemsettin Gunalty, chose, however, to treat 
the incident as 4 threat to the peace—whether to make party 
capital out of the incident or not may never be proved. He 
summoned an emergency meeting of the cabinet and declared 
that he would “act with all power and means” to block whar 
was called “a revolutionary movement.” Aksam, the con- 
servative newspaper published by the Foreign Minister, Mr 
Necmeddin Sadak, came out with some fiery writing and 
announced that if existing laws were not sufficient to cope 
with those who wanted to establish a dictatorship by violence 
and terror, the National Assembly would be called into special 
session. 

The political atmosphere in Turkey has certainly been 
temporarily poisoned and a good deal of bitterness is felt 
on both sides ; but it is too early yet to claim that Turkey is 
on the point of upheaval. Unless further incidents occur, the 
reasonable view is to regard what has happened as part of the 
growing pains of democracy. 


* * * 


ILO Decides to Act 


The thirty-second conference of the International Labour 
Conference ended last Saturday with a more satisfactory record 
of achievement than many international conferences can claim 
these days. The red herrings which delegates from Eastern 
Europe trailed across its path from time to time were in general 
ignored ; and the conference can count among its achievements 
the adoption of three new labour conventions and the revision 
of five others. 

The most important of the new conventions requires signa- 
tory countries to guarantee workers the right to organise 
themselves in trade unions and to bargain collectively without 
outside interference. Even west of the iron curtain such 
guarantees are by no means as universal as might be supposed, 


Letters to 


Conservative Imperial Policy 


Sir,—In your comments on the Conservative Party’s 
pamphlet “Imperial Policy” you say:— 

Moreover, on the question of defence, the commitments of 
Britain and the Dominions are now largely regional, and the 
idea of a Commonwealth defence policy no longer has any real 
validity except perhaps in the Pacific. 

I wish to traverse both these statements and in doing so I 
am not challenging the sovereignty of the Dominions, without 
whose agreement none of these proposals will have any effect. 

The commitments of Britain are, surely, global. There is 
no region in which we are not potentially committed. Without 
impinging on the rights of each Dominion to decide its own 
commitments for itself, it is fair to say that Australia 
and New Zealand at least would probably claim to be com- 
mitted globally, and that each of the other Dominions would 
acknowledge a commitment in more than one region. 

In these circumstances how can any of the members of 
the Commonwealth enter into a regional engagement without 


. 
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and it is to be hoped that this convention will be more than a 
pious aspiration. The conference showed itself to be fully 
aware that the ILO must not be allowed to decline into a mere 
machine turning out a steady stream of labour conventions— 
unexceptionable in principle—which signatory countries may 
or may not put into effect. 

It was, perhaps, the awareness of the limitations to which 
its legislative work is subject that has led the ILO during the 
past year to strike out along a new path. “It is no longer 
sufficient ” declares the director-general’s report, “ that inter- 
national organisations, particularly the ILO, should confine 
their activities to the formulation of international instruments 
on which national legislation can be based.” The ILO has 
therefore decided to expand its activities by sending out its 
experts to give practical technical assistance and advice. It 
has begun in the field of manpower and migration; a 
team of experts is dealing with European questions of employ- 
ment service organisation, training and migration, and another 
team has recently begun work in Asia. 

The ILO’s decision to embark on this new policy has 
coincided happily with President Truman’s “fourth point” 
plans. The United Nations plan for technical assistance to 
under-developed countries estimates that the ILO’s contribu- 
tion will cost nearly $114 million during the first two years. 
The conference itself decided to authorise its governing body 
to undertake an expanded programme of technical assistance 
to under-developed areas. The desire of the ILO to act as well 
as to legislate should here find ample scope. 


Shorter Notes 


In a Note of the Week about Austria in the issue of June 25 
(page 1175) it was not made clear that the Russians have 
agreed to return to Austria all “ property, interests and rights” 
—other than specified oil and shipping assets—which they now 
hold or claim as German assets or war booty. This is subject 
to the Foreign Ministers’ Deputies agreeing by September rst 
on a treaty for Austria, and to their defining more closely the 
categories of war booty transferred to Austria. 

* 


The Ministry of Health and the Department of Health for 
Scotland have at last made arrangements for a start to be made 
with the use of the vaccine Bacille Calmette-Guérin as a pro- 
tection against tuberculosis. BCG vaccination will be offered 
to hospital nurses and medical students, and also, through the 
tuberculosis officers, to close contacts of tuberculous contacts. 
The vaccination will be considered only if the people concerned 
do not react to tuberculin-testing, that is, have not undergone a 
primary infection with the tubercle bacillus in the normal way. 


the Editor 


regard to the needs of other engagements ? Further, who is 
to decide who will be responsible for reinforcing the vital 
eastern Mediterranean and N.E. Africa region in the event 
of war ? Is it not wise for each to discuss with other members 
of the Commonwealth the most effective and least costly means 
of defending themselves? In the light of changes imposed 
on us by science and our cold war enemies, it would seem 
wiser to have some permanent machinery for ensuring that 
plans are kept up to date. 


But the suggested Commonwealth defence machinery has 
other purposes also. As new industrial countries grow outside 
the UK it is at least desirable to have Commonwealth agree- 
ment on strategic priorities. For our communications in the 
future we shall need larger and perhaps differently sited air- 
fields and the probability of the elimination of the Suez Canal 
route, at least as a main artery, demands the early construction 
of better ports and better road and rail and air communica- 
tions in Africa. Tactical and administrative methods, organisa- 
tion and training must be common to all countries of the 
Commonwealth and equipment of all types must be 
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standardised. All these things and others too are surely part 
of Commonwealth defence policy. At present a liaison officer 
system is supplemented by ad hoc meetings of Prime Ministers 
er Defence Ministers. But who prepares the Commonwealth 
appreciation of the problems facing the several governments ? 
It is, of course, impossible to consider Commonwealth 
defence without having in mind the part which the USA will 
play in preparing the defence of western civilisation. But the 
Commonwealth does not expect the USA to carry all its 
burdens. A quick reading of the rest of your commenis makes 
me conclude, wrongly, I am sure, that you think those who 
ask fer a strong and united Commonwealth do not care a unker’s 
dam for the USA or Europe. For my own part, I am con- 
vinced that the Commonwealth can be made strong economic- 
ally and militarily without any harm to our European and 
American friends and should be made strong in order best to 
help Europe and USA.—Yours faithfully, A. R. W. Low 
House of Commons 


Inter-Marriage in South Africa 


Sir,—Your correspondent, Mr Albert V. E, Coates, writing 
in your issue of June 18th, seems to be unaware that he is 
arguing not against mixed marriage but against “ miscegena- 
tion” and “ cohabitation of two biologically opposed orders ” 
(whatever that may mean). There is not the slightest evidence 
that the prohibition of mixed marriages contributes in any 
way 10 the prevention of miscegenation, and what Mr Coates 
should be arguing for is a Nuremberg Law imposing the 
severest penalties for sexual intercourse between “ biologically 
opposed orders.” I do not claim so intimate a knowledge 
of “God’s purpose” as Mr Coates does, but if it is really 
His purpose to prevent cohabitation between natives of Africa 
and natives of Europe I should have thought the best way to 
atiain it would be to keep the former out of Europe and the 
Jatier out of Africa.—Yours faithfully, B. K. SANDWELL 


41 Spadina Road, Toronto, Canada 


Travel in Spain 


Sir—For the first time for fourteen years, a good many 
British tourists will be going to Spain this summer. Having 
just been there, I would like to draw attention te some very 
irritating obstacles in their way—the removal of which might 
help Madrid in its drive for more visitors. 

First, it always takes half an hour to change travellers’ 
cheques at a bank. Thus if one person is in front of you it 
iakes an hour, and so on. Any real flow of tourists would render 
this chaotic. Secondly, no pesetas are exchangeable into any 
other currency on leaving Spain. A customs receipt is given 
for them ; it is, however, difficult, if not sometimes apparently 
impossible, to get this honoured for conversion back into 
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sterling on return to London. This means the virtual confisca- 
tion of Jegally held money. Why ? 

Thirdly, Spain is running a newly-expanded State Tourist 
Bureau. But, in spite of great charm from its officials, it is 
a grave disappointment. It is sometimes quite wrong about 
types of hotels, and does not knew, for instance, which ones 
are Open out of season in leading resorts. Furthermore, its 
current classified list of hotel prices, dated “ 1948-49,” is 
apparently based on the official cost-of-living index ; but as 
no Spanish hotel-keeper admits that this bears any close 
relationship to the rea] cost, none of the carefully compiled 
maximum and minimum charges listed in the booklet ever 
apply. And it is impossible for the tourist to work out his 
expenses beforchand. In addition, the Bureau’s classified, 
schematic road map appears to omit some useful roads 
altogether, and to grade others according to their original 
standard rather than as they are now. Also, the Bureau’s series 
of turgid and curiously similar folders on individual towns are 
a waste of time as they tell you none of the things you ever 
want to know. 


Lastly, of course, your passport goes to the local police- 
station for the night every time you arrive anywhere. If you 
want to leave the following morning before, say, 11 a.m., you 
have to make a special request to get it back in time—without 
being quite certain of having it granted.—Yours faithfully, 

Travellers’ Club, Pall Mali, S.W.1 VIAJERO 


More or Less Competition 


Sir.—I would like to assure you that there are still many of 
us who, interested in the future of industrial organisation and 
our own businesses, need no conversion to the merits of the 
competitive system. 

The problem, however, is how can the competitive system 
be reintroduced into an industry under conditions which it 
is Not in our power to alter. These conditions are (1) that 
the effective demand is greater than the supply of goods and, 
therefore, every producer can sel] his production, (2) that the 
Government fixes the prices based on the cost of the raw 
materials, most of which it supplies, and (3) that the Govern- 
ment allocates the raw materials according to use in some past 
period. 

Another article containing yeur own solution of the problem 
would be very welcome and it might also be of service to the 
Lord President himself, who appears to be like a ringmaster 
who, with his right hand, loudly cracks the whip of competi- 
tion and enterprise, but, with his left hand, administers a 
system of controls which would effectively prevent the best 
Grand National jockey from improving his position in the 
race. If a race is really wanted, then the Government must 
remove or loosen the chains which prevent its resumption.— 


Yours faithfully, ARTHUR WHITAKER 
Bournville, Birmingham 





Festival of 
Britain - 1951 


MANUFACTURERS who wish to designers from the Council of 
redesign products for possible Industrial Design. The fullest 
inclusion in the Festival ex- description of what is wanted 
hibitions can obtain, free of should be given, preferably by 
charge, a short list of suitable — interview. 


Write to: DESIGN ADVICE, COUNCIL OF INDUSTRIAL DESIGN, 
TILBURY HOUSE, PETTY FRANCE, LONDON, s.w.] 
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W. H. JONES & Co. (London) Ltd. 
BARNET, HERTS, ENGLAND. 


Buyers, Confirmers & Shippers. 





Welcomed. 








We buy for many Oversea 
Clients and pay cash on shipment. 

















[be Couniry’s Urgent Needs :— 


Cenvertibility of Exchange. 
Free Trade and Sound Money. 
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Books and Publications 


The Civil War 


* British War Economy.”” By W. K. Hancock and M. M. Gowing, 
Volume I of the History of the Second World War, United 
kingdom Civil Series, edited by W. K. Hancock. H.M. 
Stationery Office. 583 pages. 21s. 

Nosopy has ever before attempted the task of which Professor 

Hancock’s and Mrs. Gowing’s book represents the beginning. 

After the first World War there was a series of volumes 

sponsored by the Carnegie Endowment ; but though some of 

these were excellent (one remembers Sir Arthur Salter on 
shipping, Lord Beveridge on food control, and Sir Hubert 

Henderson on cotton) the average quality was uneven and 

there was no attempt to knit departmental monographs into a 

picture of the civilian war as a whole. What Professor Han- 

cock and his team of historians are setting out to do is to 
record and expound, on a consistent plan, all that happened on 
the civilian front in the years 1939 to 1945. It is a formidable 
task. The dust cover of the present book announces no less 
than twenty more, and since there are obvious gaps in the list, 
the final total will be still higher. Very few people will read 
them all; but if the other two introductory volumes (one by 

Professor Postan on war production and one by Mr Titmuss 

on social policy) are as comprehensive and illuminating as this 

first one, they will not need to. 


The present book differs from previous civilian war histories 
not only in being more comprehensive and systematic but also 
in being at once more and less official. It is more official in 
that it is sponsored by the Government, in that the authors 
have had full access to official documents, and in that it is 
published by the Stationery Office (in a style handsomer by far 
than any blue book). This official character has obviously 
imposed limitations on the authors. They must be fair, not 
merely in the sense of being judicial but also in that of giving 
everybody his day in court. They have also had to observe 
the Civil Service principle of anonymity, with the rather odd 
results that only those can be named who are alien or-deceased, 
and that some of the sections are almost as much of a guessing 
game as a fashionable novel. 


The postponement of decisions which were unwelcome, but in 
the end inescapable, found support [the time is the winter of 
1939-40] in an unexpected quarter, namely the Admiralty ... 
perhaps anti-austerity preconceptions in statistical dress were 
the chief influence. 

There are plenty of people alive today who can supply the 
reference ; but future readers may wish that it had not been 
necessary to write in riddles, 

But the book (and the same will apply to the whole series) 
is also less official than the Carnegie series of the first war in 
that it is written by outside observers who did not participate 
in what they describe. This has the great advantage that it can 
be judicial. But it also means that it is written from documents, 
and those who were there will sometimes feel that it misses a 
little of the colour of real life as a result. There is a curious 
Passage in the Preface in which Professor Hancock explains 
that, on balance, his task has been complicated by the fact that 
the actors are still alive, because (among other things) “ the 
official administrator is by his training a persors who forgets 
many things that were once important.” This Is true ; but it 
still does not follow that the traces that the actions of men 
leave on paper are a safer guide, simply because they are 
indelible, than the print they leave on the tablets of memory. 


These handicaps are not here mentioned to explain away 
any failing on Professor Hancock’s and Mrs Gowing’s part, 
but rather to highlight their achievement. The book is weighty 
and authoritative ; but it is also readable, often sprightly and 
at times almost exciting. The plan is chronological. There 
ate five periods: that of preparation before the war; the 


“ phoney war” before Dunkirk ; from Dunkirk to Pearl Har- 
bour ; from Pearl Harbour to Normandy ; and the final year. 
In each of these periods the authors take up in turn such 
themes as shipping and supplies generally, the mobilisation of 
manpower, the provision of foreign exchange, general financial 
policy, the growth of the administrative machine and the 
arrangements made for inter-allied organisation. (Production 
and social policy are left for separate volumes.) To handle such 
a mass of material at all would be an achievement ; to do so in 
such a way that, in each section, the wood and the trees are 
kept in their proper proportions and each section plays its 
part in building up a picture of the whole requires skill of the 
highest order. 
* 


It would be convenient for the reviewer if there were a 
single salient moral to be drawn from this portrait of the 
British State at War. But neat conclusions do not emerge from 
so complex an organism, Many old and familiar morals are 
amply confirmed. Almost every one of the earlier chapters 
could be headed “ Too Little and Too Late.” But why was 
everything done too late and too little? Is it an inevitable 
defect of a political organism constituted as the United 
Kingdom is ? Or was it worse than usual in the late "thirties ? 
And where should reforming zeal be directed to make sure 
that we do better next time ? 


Professor Hancock and Mrs Gowing do not answer these 
questions. But they provide plenty of material for answering 
them ; the present reviewer knows no other book that is even 
half as illuminating on those complex interactions of politics 
and administration on which the conventional textbooks can 
be so misleading. The principal answer it suggests is that 
it is not on the side of administration that the British state 
fails. The British administrator—and that means, in the first 
place, the Home Civil Servant—comes out of these pages very 
well. He performed prodigies of improvisation; he showed 
efficiency and fairness; and he kept his head at all times. 
What is perhaps a little more surprising is that he showed much 
more imagination and foresight than he is often credited with. 
It would be going too far to say that he foresaw the nature 
of the war either in its military or in its civilian aspects. But 
he foresaw a great deal, and he was more often right in his 
foresight than wrong. 


What was chiefly lacking was the willingness to act on the 
lines that logic and foresight pointed out. It would be unfair 
to draw a rigid line between civil servants and politicians and 
to say that the latter failed the former. One suspects that the 
prophetic memoranda that now read so well were written by 
bright young men who were unburdened by responsibility 
and that the failure to act was as much that of their official 
as of their political superiors. But at least it is true that it 
was the political faculty, and not the administrative, that 
chiefly failed. It was not the ability to see what should be 
done that was lacking, but sufficient imagination and skill in the 
art of the possible. If the two constituents of statesmanship 
are clear thinking and moral courage, it is the latter of which 
the British state tends to run short. 


Perhaps, then, there is, after all, a sweeping conclusion to 
be drawn. It might be called the civilian version of Napoleon’s 
famous dictum. In war, the importance of the administrative 
to the moral is as one to three. And not in war alone. 


Thirty-Five Years On 
* Nineteen Eighty-Four.’’ By George Orwell. Secker and War- 
burg. 312 pages. 10s. 


Take a line through Arthur Koestler’s “ Darkness at Noon,” 
another through Aldous Huxley’s “Ape and Essence,” and 
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they will intersect in 1984 on Airstrip One ; a constituent state 
(once called Britain) of totalitarian Oceania, endlessly warring 
with its world-rivals Eastasia and Eurasia. (Ally and enemy 
frequently exchange réles, but it is unhealthy to notice this.) 
Perpetual war is essential to the Inner Party which rules 
Oceania ; the daily Two-minute Hate, the atrocity-stories, the 
sustained hysteria of fear and vengeance, confirm the position 
of those whose motto is “The purpose of power is power.” 
And since power can only be fully enjoyed when exercised on 
the recalcitrant, the final raison d’étre of the Inner Party’s 
existence lies in the torture chambers of the “ Ministry of 
Love.” where every man’s (and woman’s) breaking point is 
known and, if occasion arises, gradually but effortlessly reached. 
Even Mr Aldous Huxley never devised a hell like this. 


lis setting is horridly convincing: a drab decaying London 
smelling of fallen plaster, stale cabbage, and blocked 
drains ; the only sensational technical advance is the com- 
pulsory two-way “telescreen” by which the Thought Police 
of Ingsoc (English Socialism) keep an eye on each individual 
citizen on behalf of Big Brother, the godlike and mystery- 
enwrapped leader. Ingsoc’s most remarkable social achieve- 
ment is Newspeak, a more-than-basic English whose purpose 
is to squeeze human thought into a minimum number of rigid 
clichés, depriving potential “thoughtcrime” of any possible 
verbal shape, facilitating the great Ingsoc feat of “ double- 
think,” the simultaneous and conscious holding of diametrically 
opposite convictions. Capable Newspeak orators are known as 
“ duckspeakers ” from the kaleidoscopic quacking quality of 
their discourse. This may seem comfortably far-fetched, but 
it only exaggerates the typical Communist style and vocabulary 
of today, calculated to express and elicit not thought or com- 
plex emotion but a succession of appropriate mental knee-jerks. 
Mr Orwell dwells considerably on Newspeak, giving it an 
appendix to itself—and rightly. Le style, c'est Phomme— 
individually and collectively. 


As a novel, with a plot and a hero (magnificently named 
Winston Smith), “ Nineteen Eighty-Four ” is mere melodrama. 
This should no more deter the reader than the somewhat 
analogous shortcomings of “Candide.” One could argue that 
if Winston Smith ever came to individual life his story would 
be too painful to read. For he neither escapes, like the lovers 
of that first anti-Utopia “The Sleeper Awakes,” or their 
lamentable pendants in “ Ape and Essence,” nor dies valiantly, 
like the hero of that supremely nasty prewar fantasy, Mr 
Murray Constantine’s “ Swastika Night.” His furtive, fore- 
doomed revolt from his work as an official record-falsifier, his 
love affair, at once sketchy and obsessed, end when the Thought 
Police have finished with him in complete and at last voluntary 
recantation. He survives, weeping “ gin-scented tears” of love 
for Big Brother. The truth shall not prevail ; duckspeaking, 
doublethinking, Ingsoc marches on. It is an imperfectly con- 
soling thought that the economy of Airstrip One, with so large 
a part of its material and human resources invested in, or 
consumed by, the apparatus of war, falsification and torture, 
would probably collapse fairly soon into a squalid savagery 
from which genuine human beings might one day re-emerge. 
“ Nineteen Eighty-Four ” would make an excellent birthday or 
Christmas gift for fellow-travellers. 


Years of Wrath 


“ Years of Wrath, A Cartoon History, 1932-1945."" By David Low. 
Victor Gollancz, Ltd. 325 pages. 25s. 
For a full quarter-century David Low has been the favourite 
cartoonist of the Left-Centre intelligentsia of England—indeed, 
of the English-speaking world—and a collection of his best 
cartoons, originally published over half that period, provides 
the interest not merely of re-savouring the wit and the drafts- 
manship of Low but also of holding up a mirror to the changing 
opinions of that very worthy body of people. There has never 
been any doubt that Low’s heart was in the right place. His 
pencil has always been on the side of the angels. He hates 
tyranny and was never willing to have any truck with the 
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diciaters. There is not a shadew of appeasement in these 
drawings. 

But sometimes one wonders whether the head was as firm 
as the heart. Many of the favourite illusions of the Left 
intellectual reappear here. For along time Low held that the 
dictators could be resisted without rearmament. Throughout 
this book (with one brief interval in 1939-40) he is determined 
to put the very best possible interpretation on all Russian 
actions and to swallow tyranny if it wore a socialist dress, 
Very little of the same indulgence was extended to democratic 
politicians of the Right. Like all cartoonists, Low is too ready 
to represent Peace as a lonely damsel who is jilted equally and 
equally wickedly by all statesmen—which is to reflect and 
encourage the illusion that Peace can be won by an open display 
of affection for it. There is almost always something comic 
about his dictators, even at the worst moments; his real 
savagery is reserved for Baldwin (“ You Know You Can Trust 
Me”) and Chamberlain (“He Took Water and Washed His 
Hands ”). 


In all these attitudes, Low has been a very faithful mirror 
of the English middle classes—or perhaps it would be truer 
to say of the articulate professional classes. The record stops 
in 1945 and one cannot follow, in this book, the gradual dis- 
iusionment of Low and the middle classes with Russians and 
trade unions, two of the heroes of 1932-1945. A cartoonist 
is essentially a satirist, and Low will not be really happy again 
until there is a Conservative Government to poke fun at. 


A Sloppy Art 


“ Secial Surveys.”” By D. Caradog Jones. Hutchinson. 224 pages. 
Ts. 6d. 

Tue best way to teach a student to tell one end of his subject 
from the other is to present him with the animal as it actually 
is, for better or worse, against a background of its history. 
In this respect Mr Caradog Jones has done his duty well. 
The Census, Charles Booth, Rowntree, Bowley, Merseyside 
and many more, down to and including the current work of 
the Social Survey, appear each in its appointed place. The 
choice might have been different: Middletown would have 
been a fair substitute for Domesday Book. But the student 
who needs to learn his way about the classic surveys will find 
this book an excellent introduction. 


But a good text-book, even elementary, ought also to leave 
the student with a clear-cut, rigorous definition of the essence 
of what he studies. And here Mr Caradog Jones fails badly. 
Granted, social surveying in England is a sloppy art: but it is 
much less sloppy than this book makes it look. It becomes 
more and more obvious as Mr Jones goes on, and overwhelm- 
ingly so when he reaches the rag-bag of odds and ends making 
up the daily work of the Social Survey, that what he is describ- 
ing is not a field of study, to be defined broadly (as in 
Chapter I) by the material in it, but a technique which is best 
defined by its method. Social survey is not a field distinct 
from that of regional, industrial, or other surveys. It is a@ 
method of securing information by direct approach to the 
individuals in a certain population, or a statistically significant 
sample of them, and is to be distinguished from other methods, 
such as the price mechanism or simple estimation based on 
general knowledge. And it may be the handmaid of the 
economist, the sociologist, the town-planner, or anyone else 
requiring information from that source. 


Failing to define his subject rigorously, Mr Caradog Jones 
fails also to say enough about the awkward frontier problems 
which an accurate definition would have brought into the light. 
How far, and for what purposes, should the economist or 
politician allow social survey results to influence his own 
theories and action? How far can social surveyors usefully 
go in collecting qualitative as well as quantitative data, and 
how valid will such data be ? We could have spared a page 
or two of definition and description for a fuller discussion of 
such topics as these. 
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AMERICAN SURVEY 





Communism On Trial 


(From Our American Statt) 


HE trial of the eleven American Communists is entering 
its seventh month in court, and only two of the defen- 
dants have thus far reached the witness stand. Here, at least, 
the advice of the late Justice Holmes that “ the quickest way 
to let effervescing opinions go flat is to expose them to the 
air” is being followed, and with the results he anticipated. 
When a party official, on the eleventh day of his testimony, 
shouted from the witness stand that the present trial showed 
the increase of Fascism in the United States, a spontaneous 
laugh burst from the spectators, and even patient Judge 
Medina allowed himself to smile. If the Communists are 
not enjoying their prolonged day in court it may be because 
the machinery of justice is being run with such scrupulous 
care for their rights that little prospect of martyrdom is 
offered to them. 

Of three court actions and several Congressional hearings 
now handling phases of Communist activity, this trial of 
the party’s leaders touches the core of the problem now 
harassing the country. Even the trial of Mr Hiss, twelve 
storeys higher in the same building, or the flamboyant 
Washington trial of Miss Coplon (both charged with hand- 
ing government documents to Communist couriers) are inci- 
dental to the main problem—can a democracy protect itself 
by law from the corrupting effect on its own citizens of an 
alien political doctrine? Or would it do better to rely on 


its own health and strength as the best guard against foreign 
poisons? 

The problem is as old as the nation. The first anti-sedi- 
tion act was passed in 1798 to protect from the sinister influ- 
ence of the French revolution citizens who had just rebelled 
successfully against the British Crown. The most recent 
one was passed in June, 1940, to ward off the influence of 
German, Italian and Russian totalitarianism. It purported 
to be merely an Alien Registration Act, and is so entitled. 
Yet it is under it that the present case against the Communist 
leaders is being brought and, if they are convicted, it is under 
it that the Communist Party may become illegal in the 
United States. The Act makes it a crime to conspire to 
teach and advocate the overthrow of the United States gov- 
ernment by force and violence, and it was for doing this that 
the high command of the American Communist Party was 
indicted by a Grand Jury late in 1948. The trial was set 
for January, 1949, and tactics which Communists at home 
and abroad have made familiar came at once into play. The 
Communists invoked the Constitution, clamoured that they 
were being persecuted for their political beliefs, that the 
judge was prejudiced against them, that the method by which 

jury panel was drawn was illegal. Only after weeks of 


argument was a jury chosen which was acceptable to both 
sides, and the trial began. 


Witnesses for the prosecution were of two types—Com- 
Munists who, having recanted, were ready to tell what they 
had learned within the party, and men who, posing as con- 
verts, had gained party membership while actually in the 
employ of the Federal Bureau of Investigation. The latter 
gave ample testimony in support of the government’s 


charges; they also presented such a picture of FBI infiltration 
into so many Communist activities that outsiders began to 
wonder how dangerous a conspiracy could be whose meetings 
were frequently attended by government detectives. 


The defence then began a prolix and diffuse attempt to 
prove that the accused had not conspired as charged, that 
American Communists spreading the history and principles 
taught by Marx and Lenin did not “ teach and advocate the 
overthrow of the United States government by force and 
violence,” but confined themselves to explaining the methods 
by which the peaceful revolution would come. These were, 
however, based on the assumption that decaying capitalism 
would oppose change by force, and that Communists must 
be prepared to meet that force. Much of the very detailed 
evidence offered by the attorneys for the defence has sounded 
irrelevant even to laymen, but Judge Medina continues firm 
in his determination to give the defence every possible lati- 
tude in presenting their case. 

* 


Because this case reveals so clearly the kind of challenge 
which Communism can offer to this established democracy, 
and the calibre of the men now directing that challenge, the 
daily scene in Judge Medina’s courtroom becomes as impor- 
tant as the testimony given there. Twelve Communists 
were indicted in the beginning, but their leader was relieved 
from court appearance on medical evidence that his health 
would not permit it. His eleven well-dressed and truculent 
comrades look like any eleven men in a rush hour tube train 
—resentful, pushed about, given to sudden anger. Seven are 
white and four are black, a proportion roughly repeated in 
the jury box. There, however, more than half are women. 


Even now, after six months in this skyscraper courtroom, 
panelled and air-conditioned, the Communists are not at 
ease. It has a shining and easy dignity in keeping with the 
high purpose of the judicial process which goes on there. 
The bright flag behind the robed judge, the sense of status 
conveyed by his raised bench and high-backed chair, to 
which witness and counsel must both look up, the elevated 
jury box, all convey an inescapable sense of the power of 
the very government which the Communists would replace. 
This trial with its patient consideration for their rights, how- 
ever rudely or confusedly they may be presented, is a symbol 
of what they are charged with seeking to destroy, and this 
indictment has brought them under the necessity of proving 
that they have no wish to destroy it. Trained though they 
are in the belief that the end justifies any means, they ob- 
viously feel the strain of their position. At moments the 


‘* AMERICAN SURVEY ’’ is drawn from three 
sources. Articles described as ‘‘From Our American 
Staff’’ are the work of a small group of regular 
correspondents, resident in the United States. Articles 


with some such attribution as ‘‘ From an Industrial 
Correspondent’’ or ‘‘From a Correspondent in Ohio’’ 
are from outside contributors. Everything printed 
without attribution is prepared in London, 
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case seems to enter a state of trance, with judge, jury, and 
witnesses and audience wound in the cocoons of confusion 
which Communist language and legic spin about those who 
use it and those who hear it. At other times all eleven 
defendants burst to their feet with a violent clamour which 
exposes the tensions within them. 


From their first moment in court it became apparent that 
the defence attorneys would rely on delay,.on an abundance 
of irrelevant material and on a confused presentation, and 
that they would try by every means in ‘their power to goad 
the judge into a word or deed which might win a mis-trial. 
The progress of the case has been interrupted again and 
again by behaviour, on the part of Communist witnesses and 
lawyers alike, which is more common in labour disputes and 
night police courts than in the elevated atmosphere of the 
United States District Court for the Southern District of 
New York. Matters reached such a pitch in June that Judge 
Medina, whose patient conduct of the case has won the admi- 
ration and despair of laymen and lawyers alike, revoked the 
bail of four of the more turbulent defendants and remanded 
them to jail till the ‘trial ends. 


Like many of the brushes with Communism which Ameri- 
cans in many walks of life have had during the past few years, 
this case may prove more important for its incidental than 
for its direct results. It turns a stark bright light on 
American Communists, and leaves them clothed im few illu- 
sions. It brings into question, first the law under which 
these men are being tried, then the adequacy of legal and 
judicial processes when called on to cope with men who, 
having transferred their allegiance to another form of gov- 
ernment, demand the protection of this one while refusing 
it the most elemental courtesies. Lawyers question the stan- 
dards set by the American bar for the education and conduct 
of such marginal members as are acting as defence attorneys, 
and talk of disbarring them. They ask why, if ‘the present 
Communist menace is as serious as they are led to think, 
the Department of Justice’s cases against it seem, on the 
whole, to have so little content. Plain citizens begin to 
wonder whether the country can afford to have the Depart- 
ment of Justice and the Congressional committees competing 
in the tracking down of the disloyal. These questionings are 
signs that the hysteria may be healing itself, so that sober 
consideration of the real, as distmguished from the imaginary, 
dangers of Communism may ‘become possible. 


Volstead Transformed 


[PROM OUR AMERICAN STAPF] 


HIRTY years ago this May the late Mr Volstead of 
Minnesota introduced into the House of ‘Representatives 

the measure which eventually became the Eighteenth Amend- 
ment to the Gonstitution, and prohibited the manufacture, 
sale, barter, transport, import, export, delivery, furnishing or 
pessession of intoxicating liquor. The latter phrase included 
not-only wine and spirits, but ale, beer, and porter containing 
more than 0.5 per cent of alcohol. The Act which was to 
make Mr Volstead’s name forever famous lasted only 
thirteen years, and his recent death got about as much space 
in the newspapers as would that of a Civil War general. Yet 
the prohibition movement which Mr Valstead symbolised is 
by no means dead, although it frequently speaks in a new 
language. The control, rather than the abolition, of drink 
ig now .its chief end and, as the saloon of prewar days is now 
the cecktail lounge or the aclevision tavern, so the drunkard 
has become the alcoholic, a sick man in need of treatment. 
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The Woman’s Christian Temperance Union (founded in 
1874) is still in existence, but its granddaughters are likely 
to work for Alcoholics Anonymous or the Yale Plan. The 
medical approach ‘has taken the place of the moral and, while 
religion still plays a part in individual cures, it is seasoned 
with psychiatry instead of hell-fire and damnation. 

During the nineteenth century, a regular ebb and flow 
began to be visible in the temperance movement: the 
Eighteenth Amendment and the Volstead Act represented the 
crest of the third great wave of enthusiasm for prohibition. 
The two earlier waves receded and then gathered fresh and 
greater force. Is the third wave still receding or is a fourth 
crest beginning to pile up ? The liquor interests allay their 
nightmares by pointing out that less than 104,000 fanatics out 
of over 48,000,000 electors voted for the Prohibitionist Presi- 
dential candidate last November, and by telling themselves 
joyfully that Kansas has just become “ wet” after voting 
against prohibition last year for the first time since r88o, 
This leaves only Oklahoma and Mississippi with State-wide 
prohibition laws on the books ; but, on the other hand, the 
increase in the number of individual counties which b4a 
liquor is not conducive to sound sleep. Of 22,000 local 
option elections held since repeal, the prohibitionists claim to 
have won 12,000. There are spreading dry spots in 32 
States, and a million people ive in areas where they cannot 
legally buy even a bottle of beer. In Kentucky, the home of 
Bourbon whisky and mint-julep-drinking colonels, 96 of the 
State’s 120 counties allowed the sale of beer in 1935; by 
1947 if was permitted in only 27 counties. 


* 


This expansion in dry territory comes in no small measure 
as a reaction to the imcreased drinking, both public and 
private, which has been the pattern since repeal, and parti- 
cularly during the war. In July of last year, the United 
States Treasury said flatly that “ liquor consumption has 
grown faster than the population since the repeal of prohibi- 
tion in 1933.” In 1934, only §8 million gallons of distilled 
liquor were drunk, but by 1946 the figure had become 231 
million gallons. In 1947, the curve began to turn down 
(and the decline continued in 1948), but annual 
consumption of all alcoholic beverages was still 20.74 
gallons a head. Drunken detelicts sprawled on Bowery 
sidewalks may have been part of the show for gaping tourists 
in wicked New York, but those same tourists saw nothing 


funny in the uncontrolled antics of service men on leave in 
their home towns. 


As a result, many older groups are clamouring for a return 
to prohibition, while younger ones are giving increased atten- 
tion to salvage schemes. The National Committee for Edu- 
cation on Alcoholism recently estimated that there are four 
million alcoholics in the United States today (about one 
thirty-seventh of the total population). 750,000 of them are 
in the final stages of what is called the “disease.” At least 
12,000 die each year from chronic alcoholism. Five out of 
six alcoholics are men, and 85 per cent of these are between 
the ages of 30.and 55. From a public health point of view, 
the problem is in numbers roughly equivalent to that pre- 
sented by tuberculosis. 

Such figures explain the growing interest of industry, 
labour, and local governments in plans that promise rehabili- 
tation of what used to be called the fallen. In 1948, .a Chicago 
Committee on Alcoholism told a group of management 
experts that three out of every hundsed industrial workers 
are alcoholics, that excessive drinking keeps them away from 
their jobs twenty-two days a year (on an average) and that 
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THE CHASE NATIONAL BANK 


OF THE CITY OF NEW YORK 
STATEMENT OF CONDITION, JUNE 30, 1949 


RESOURCES LIABILITIES 
Cash and Due from Banks .-- $1,291,193,007.71 Deposits... .-» $4,283,944, 130.36 


Ndi ich ‘ Dividend Payable August 1, 1949... _2,960,000.00 
US. Goveramnant om ems 4,723,449 12479 Reserve for Taxes, Interest, etc. ... 11,539,860.53 
State and Municipal Securities... 49,956,017.81 Other Liabilities... ots i 11,385,170.76 


Other Securities ...  ... ... ~—:134,941,141.62 | Acceptances Out- ; 
Loans, Discounts and Bankers’ standing ... $17,834,942.09 


Acceptances “ ows .» 1,382,631,244.13 Lass aces 1,583,293.81 


Accrued Interest Receivable ise 10,719,325.05 16,251,648.28 


Mortgages... i. irs 3: 29,182,188.81 Reserve for Contingencies... die 20, 172,230.46 
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$4,677,221 ,403.64 $4,677,221,403.64 


United States Government and other securities carried at $296,162,045.00 are pledged to secure public and trust deposits 
and for other purposes as required or permitted by law. 


Member Federal Deposit Insurance Corporation, 


Main London Branch : 
6, LOMBARD STREET, E.C.3. 
Bush House Branch : West End Branch : 


ALDWYCH, W.C.2. 51, BERKELEY SQUARE, W.I. 
Incorporated with Limited Liability under the Laws of the U.S.A. 


The National City Bank of New York 


Uacorporated with limited liability under ine National Bank Act of the United States of America) 
° 


Condensed Statement of Condition as of June 30, 1949 


INCLUDING DOMESTIC AND FOREIGN BRANCHES BUT NOT INCLUDING THB 
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the man-days lost cost industry a billion dollars a year, with- 
out counting the accidents and errors for which the errant 
are responsible when they try to combine drink and work. 
In a period of high employment this is not a matter which 
can profitably be left to the will-power of the afflicted 
employee. He cannot easily be replaced, therefore he merits 
help from the industry, the trade union, the community, or 
all three. The Dupont Company first recognised alcoholism 
as a health problem, rather than a problem of discipline, in 
1943, and since then 500 persons have been reclaimed under 
its care. The Eastman Kodak Company, omnipresent in 
Rochester, prefers to consider this as a community rather than 
an industrial problem ; it works through a citizens’ committee 
and an information centre which serves the whole town. 
Other large firms either have, or are considering, similar 


plans, 


The techniques and attitudes guiding this new attack on 
an old ill stem from the work of Doctors Haggard and 
Jellinek of the Laboratory of Applied Physiology at Yale 
University, where they have been experimenting since 1934. 
The basic idea that alcoholism is a medical rather than a 
political or a moral problem is as old as the famous but 
expensive Keeley Cure to which the wealthy used to resort 
when pink snakes grew too pressing. The Yale doctors have 
brought this up to date and translated it into terms of public 
health and industrial efficiency. Public pressure is no longer 
to be brought to bear in terms of the pulpit, the town jail, 
the weeping wife. Today, ideally at least, the scientist plans 
with the employer, the labour union works with its members, 
the town provides a clinic or hospital service to cure its 
erring citizens. 

The Yale Plan on Alcoholism comprises a group of related 
activities. There is a co-ordinated research project, a publi- 
cations project, which includes pamphlets as well as an 
eight-year-old Quarterly Journal of Studies on Alcohol, a 
four-week summer course on the problems created by alcohol 
for doctors, social workers, clergymen, and others interested. 
A Yale clinic was set up four years ago to diagnose and treat 
alcoholics ; this has served as a “ pilot plant” and has proved 
to the satisfaction of its creators that “the recovery of the 
alcoholic, and his restofation to usefulness in the community, 
can be brought about at very low cost.” Last comes the 
National Committee for Education on Alcoholism, which 
seeks to arouse public interest and mobilise it for action. Its 
lay nursing brotherhood is Alcoholics Anonymous, a loose 
organisation of cured alcoholics, which began work with 
fellow sufferers in 1935, and now has a score of branches in 
other countries (including one in London). Older prohibi- 
tionists still prefer traditional rebukes and more drastic 
reforms, but the final decision will turn on the effectiveness 
of the new methods and whether they work quickly enough 
to stem the mounting crest of the fourth prohibition wave. 


American Notes 
Taft Triumphant 


Once the Senate had weighed down the Administration’s 
Labour Bill with that hated keystone of the Taft-Hartley Act, 
the court injunction for use against strikes affecting the national 
health and welfare, hope that the new Bill could ever make a 
successful flight was abandoned by the labour leaders. Deprived 
of their protection, the Bill dropped into the waiting jaws of 
Senator Taft and the coalition of Republicans and Southern 
Democrats which he has been leading to a series of feasts at 
Jabour’s expense. The Senator had no difficulty in substituting 
his improved version of his own Taft-Hartley Act for the 
Administration’s Bill, leaving only the first nine lines to show 
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that this had once been the prize bird in the Fair Deal’s aviary, 
Many of the twenty-eight changes which the new Taft Bill 
makes in the old are the ones which experience has showg 
to be desirable: the ban on the closed shop is relaxed where 
it interferes with such established practices as the marine hiring 
hall, the time-wasting elections for a union shop are abolished, 
and so on. But the Bill retains all the provisions of the original 
Act which are regarded as essential by Mr Taft and unbearable 
by the unions. 


Whether Mr Truman would feel it advisable to veto the 
new Bill is not certain, but the chances are that it will be left 
to collect dust in the House Committee, since labour has 
formally, and not altogether regretfully, given up hope of 
repealing the Taft-Hartley Act at this session of Congress, even 
if the President has not. The “ slave-labour ” Act, which drove 
labour voters to such satisfactory activity in last year’s elec. 
tions, will in 1950 be an even more useful goad against the 
apathy which character. 
ises elections in a non- 
presidential year. With 


The Taft and the Canary 





AITO such a clear issue on 
Fatah) which to fight, labour 
‘ABS and the Fair Deal hope 
I Tid , to laugh last and long- 

it \ Vag japmonistens, iM est. In the meanwhile, 


LABOR Bir POF the bonds of servitude, 
as tied by the present 
Administration, are in 
practice cramping la- 
bour’s style very little, 
But in hard times 
they might well become 
incomfortably tight, and 
hard times are very near. 
Total employment is 
still rising, but so is the 
number of persons re- 
maining out of work for 
more than a week, and 
in June there were 
nearly 4,000,000 unemployed for the first time since February, 
1942. It is presumably the approach of hard times that has 
induced Mr John Lewis, to whom hindrance and irritation are 
the spice of life, to avoid hindering and irritating the present 
negotiations on coal wage and welfare payments by allowing his 
miners to work without a contract. This almost unheard-of 
proceeding is to go on at least until a reduction in coal stocks 
and an upturn in the demand for coal improves the miners’ 
bargaining position. Meanwhile, working for only three days 
a week, they are experimenting with the “ share-the-work” 
scheme which Mr Lewis has long advocated as the alternative 
to unemployment, but which the employers are unable to 
approve. The United Automobile Workers have followed 
Mr Lewis’s example and are preparing to work on a day-to-day 
basis after their contract with the Ford Company expires on 
July rsth. It begins to look as if Mr Murray may be forced 


to make the running in this year’s wage race with his Steel 
Workers. 


Herblock in the Washingion Post 


Economy by Proxy 


The slow-moving Senate time-table means (since the 
Senate chamber is under repair) that the ratification of the 
Auantic Pact and the ECA appropriations—not yet out of 
commuittee—must be debated in the small room the Senate 
occupied before 1859, when there were only 32 states in the 
Union, and which will hold only 30 of the 800 accredited 
correspondents. It also means that foreign aid will be dis- 
cussed against the even more oppressive background of a 
$1.8 billion government deficit, instead of the more than 
$8 billion surplus of the preceding financial year. This is 
probably a greater danger to the appropriations than the accusa- 
tions, which will also be aired, that Britain’s dependence on 
bilateral treaties and niggardliness on drawing rights jeOpardizes 
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the Marshall plan’s goal of recovery through freer trade. With 
expenditures at a peace-time record of $40 billion, receipts, 
ebbing with the decline of business, fell $4 billion to 
$38.2 billion. 


Congress is thus already moving down the slippery slope 
of deficit financing, which the economy bloc has been prophesy- 
ing with such alarm for 1949-1950, and efforts to force the 
President to turn himself into a one-man rescue party are 
being redoubled. It is the firm belief of Senator Reed of 
Kansas that “the country would practically leap up and kiss 
us if we made some cuts,” but it is the President whom 
Congress would like to make the sole entry in this rather 
dubious popularity contest. A group of 64 Senators has now 
been formed who favour requiring the President to wield the 
economy hatchet to the rune of § to Io per cent, an unprece- 
dented surrender of the appropriation power which Congress 
usually guards so jealously. Plans for pruning some Bills have 
even taken precedence over their passage, so that a number of 
agencies are living from hand-to-mouth on temporary 
authorisations. 


Sixty-four Senators—if none deserts—constitutes the two- 
thirds majority necessary to place an economy rider on an 
appropriation Bill, which it might be awkward for the Presi- 
dent to veto. The hope, however, of wringing $3 billion from 
the budget, through fair means or foul, is almost certainly an 
illusion. Many appropriations are fixed by law and new 
demands are constantly being put forward by pressure groups 
who in theory favour economy. Even aid to Nationalist China 
—which Mr Acheson in the past has said would be a disastrous 
waste of money—is being urged again by Senators alarmed 
lest the Administration recognise the Communists. There 
may be an effort to block the $150 million the Administration 
wants for Korea, if the firmer policy in the Far East now in 
process of developing does not crystallise soon. 


* 


For Congress to insist on broad cuts in spending might 
also at this stage be as dangerous and unrealistic as President 
Truman’s proposal for another $4 billion in taxes. The real 
error was the surrender of Congress last year to the demand 
for tax cuts when business was booming. Even ECA may 
escape with only minor appropriation losses, since Mr Hoffman, 
after fruitlessly pursuing a higher line, reluctantly fell back 
upon the argument that to cut off ECA’s funds would only 
spite the face of the cotton and wheat farmers. 


There has already been a shift in credit policy. Through 
the failure of Congress to renew them, controls on consumer 
credit have lapsed, and with them, the temporary authority 
granted the Federal Reserve Board to increase bank reserve 
fequirements. The Board has gone further, announcing that 
it will allow the prices of government securities to rise, pre- 
sumably to encourage banks to look to business for more 
Profitable investments Mr Truman’s mid-year economic 
Message to Congress next week will show whether he proposes 
to follow up these credit changes with the more aggressive 
anti-slump policies advocated by Mr Keyserling, or continue 
to follow Dr Nourse’s advice and allow the recession to find 
its own bottom. 

* * * 


Housing—the Fair Deal’s First Swallow 


The first substantial victory for Mr Truman’s Fair Deal 
Was registered when the House—which twice before has refused 
to pass similar measures approved by the Senate—gave its 
consent last week to a programme of low-cost housing and 
slum clearance. There is a moral, however—at least for this 
Congress—in the fact that without 24 Republican votes, the 
Bill, like fast year’s effort, might have become a “housing 
Bill without housing.” ‘Technically, it was passed by 228-185, 

t the public housing provisions were sustained only by 
209-204, 64 Democrats voting with the opposition. After this 
Critical decision, there was a scurry for the Talt-Truman 
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caravan. For if it was Mr Truman who routed the real estate 
lobby on the eve of the debate, it was Senator Taft who blasted 
a way for the Bill out of the House Rules Committee, prepared, 
as in former years, to administer the last rites without the 
officious interference of the whole House. 


Mr Bodfish, the head of the real estate opposition, should 
have been steeled for the shock ; a public opinion survey he 
instituted surprised and pained Mr Bodfish (if no one else) by 
showing that at least half those interviewed favour government 
housing. This year, too, the danger of aggravating inflationary 
pressures has receded ; the appeal to economy has proved a 
feeble ‘make-weight when balanced against votes. 


The Bill, if it is Socialism, as the real estate lobby insists, 
is of the long-standing, American variety, for it is in the main 
a resumption of the housing and slum-clearance operations 
authorised in 1937 (on a smaller scale), but interrupted by the 
war. The present measure provides $5,000,000 annually for 
housing research, loans and grants for farm housing (perhaps 
a factor in its passage) and also a 60-day extension of the 
insurance activities and incentive schemes of the Federal 
Housing Administration which are to be dealt with in a later 
Bill. Its core, however, is the stimulation of the construction, 
by local authorities, of 810,000 low-cost housing units in the 
next six years through annual subsidies (to run for 40 years). 
These are designed to make up the difference between costs 
and the low level of rents, and provide security for local 
issues of housing bonds which may reach $6 billion. A revolv- 
ing fund of $1.5 billion for government loans is also provided. 
The number of units to be built in any given year may be 
varied from the average of 135,000 to take account of existing 
economic conditions. Coupled with this is a slum clearance 
programme including $500 million in outright grants and a 
$1 billion revolving fund for loans, In both cases the initiative 
rests with the local authorities. 


This is a modest “socialisation” of housing ; the 810,000 
units to be built in 6 years compares with 926,000 started by 
private industry in 1948 and more than 800,000 expected this 
year. For some Americans it is altogether too modest ; these 
are the families in the “ gap” created by the Senate provision 
that only those whose incomes are 20 per cent below that 
necessary to afford decent private housing will be eligible to 
live in the new houses. Even as a stabilising device for the 
construction industry, the new programme will not loom large 
unless the present rate of building suffers a very great shrink- 
ing ; and its effects will not be felt for many months. 


* * * 


The Hero’s Reward 


Some months ago an expert commission, reviewing the 
pay scales of the Armed Forces thoroughly for the first time 
since 1908, found that in the last forty years enlisted men’s 
pay had gone up by 400 per cent, generals’ by only 10 per 
cent. In consequence the legislation, which was presented 
to the House of Representatives to correct this and other 
anomalies, provided for little or no increase in pay for tk» 
lowest ranks and a rise of nearly 50 per cent for the highest. 
The new scale was closely related to the salaries which officers 
might expect to earn for equally responsible work in civilian 
life. But ex-enlisted men and junior officers are more plentiful 
in the House than are ex-generals and admirals ; concessions 
had to be made to wartime prejudices against the “high 
brass,” as well as to the present desire to save money, before 
the House could agree on a Bill. The final version gave junior 
officers and enlisted men larger, and senior officers smaller, in- 
creases than the commission had recommended and cut the total 
annual cost of $400 million by 25 per cent. But even so, 
the Senate Armed Services Committee is showing more 
respect for economy than for General Bradley’s fears that the 
Army will become one of “ second-raters.” It therefore seems 
probable that nothing will be done at this session of Congress 
to stop the drift of the best officers into industry. . 


The following table shows the changes proposed by the 
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House in basic monthly pay and allowances for certain Army 
ranks ; similar increases would be given in the other Services. 
Junior officers have more votes than generals, but veterans 
have far more votes than either. While Service wives were 
picketing the Capitol with perambulators in protest against 
economy at their husbands’ expense, the House was passing a 
Bil] which would cost the far from negligible sum of $65 billion 
over the next fifty years. Under it, all veterans of the two 
World Wars will receive pensions of $72 a month at the age 


CHANGES IN MONTHLY MILITARY Pay 


Years of Perecent 
Grade or Rank Service Present Proposed Increase 
+ $ 

Brig. General ..... 30 712-00 975-00 37 
ns tence 16 511-75 603-00 18 
2nd Lieutenant.... 2 282-00 345-00 23 
Master Sergeant... 30 316-60 393-00 24 
Puttatei asst. x55 1 80 -00 82-50 3 


of 65, whether or not they are able to work, provided only 
that their incomes are under $1,200 a year ($2,500 a year if 
they have dependants) and that they will sign an anti- 
Communist affidavit. Two months ago, with the acclaim of 
the more responsible sections of the community, the House 
defeated an even more extravagant Bill by one vote. In the 
interval, however, valour, represented by the young veterans 
who were responsible for that defeat, has been overcome by 
discretion, personified by the American Legion’s lobbyist. Dis- 
cretion was reinforced not only by the virtual certainty that 
here too the Senate could be counted on to do nothing, but 
also by fears arising out of the growing recession. 


The exultant Mr Rankin, chairman of the House Veterans’ 
Affairs Committee, knows an antidote for recession—the 
bonuses for veterans which naturally follow pensions. He pro- 
poses that veterans of the second World War should be given 
sums of as much as $5,000, at a cost of perhaps $40 billion over 
five years. This is still only a demogogic dream, but the first 
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half of next year will see similar pump-priming, to the extent 
of $2,800,000,000, which is to be divided amongst some 
16,000,000 veterans in varying proportions. This is a dividend 
on the National Service Life Insurance policies taken out by 
those who served in the war ; the complications of the neces- 
sary accounting have delayed payment, but have very 
conveniently been resolved just at the moment when the 
national economy needs such a fillip. 


Shorter Notes 


Correction: In The Economist of July 2nd, the sentence at 
the end of the first paragraph on page 22 should read “ most 
of the extra 30 have been added to the original 40 by science 
in this century,” not “in this country.” 


n 


After secret hearings and restricted debates, well suited to 
the “cloak and dagger” atmosphere of the subject, Congress 
has passed a Bill releasing the Central Intelligence Agency of 
the National Military Establishment from the necessity of 
publishing the full details of its pay-roll and expenditures, as 
other government agencies are required to do. The CIA is 
also allowed to infiltrate its agents into schools, factories, 
labour unions and so on, for training purposes, and to bring 
into the United States each year, without the usual immigration 
procedure, 100 aliens who have helped its operatives abroad. 
It can only be a matter of time until the Un-American Activities 
Committee turns its attention to the CIA. 


x 


The price of wheat will this year be supported at an average 
of $1.95 a bushel on the farm, compared with $2 last year. 
The support price at Kansas City will be $2.19 a bushel and 
at Chicago probably $2.24. The loans by which these support 
prices are implemented will be available until the end of 
January, 1950, and will fall due at the end of April. 
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THE WORLD OVERSEAS 





Prosperity for the Prairies 


(From Our Correspondent in Canada) 


OR some years Canadians have been jibbing at the idea: that 
the vast area of Alberta, Manitoba and Saskatchewan 
should always be limited to the production of cattle and wheat. 
Slowly, minor manufacturing industries have been established 
in Manitoba and Alberta, and’ in Saskatchewan the Co-opera- 
tive Commonwealth Federation Government have made an 
unsuccesstul experiment with some small factories, notably 
for making shoes and paper-boxes and’ for fish-packing. But 
the best development prospects at the present time are in 
Alberta, and particularly in the northern part of the province 
where the great oil discoveries of the last two years are 
concentrated: 

Atier vears of futile exploration, which cost Imperial Oi! 
Ltd. alone nearly £6,000,000, the Leduc well. south of 
Edmonton blew in early in 1947. Since then discoveries have 
followed thick and fast. Im- 
perial Oul’s estimate of 600 
million barrels of reserves for 
the province is generally con- 
sidered to be highly censerva- 
tive, and many people think 
there is certainly as much as 
tooo million barrels in the 
oilfields. Production is run- 
ning at about §5,000 barrels a 
day, but this is with many of 
the wells stopped back. No 
one knows how high it might 
go, and no one will try to find 
out until the outlets for higher 
production have been secured: 
The most impertant step is the 
construction of a pipeline from: 
Edmonton across the prairie to 
Regina, the capital and refining: 
centre of Saskatchewan: It will 
be a 16 inch pipe, covering 
nearly soo miles. It should 
teach Regina by the end of 
1gso, and the great question 
is going. to be “ Where then ? ” 
At present prairie oil production supplies: rwe-thirds of the 
requirements of the prairie provinces. But the capacity’ of 
the Alberta field far exceeds the probable requirements: of 


the Canadian praire provinces, and. there. is little dowbt that 
the Canadian west will soon. be looking, for export markets. for 


oil as well as for wheat and cattle. 

Once again, then, Canada is likely to face the problem that 
has beset its economy throughout its history. The geographi-- 
cally sensible thing would be to extend the pipe south from 
Regina to the United States. rather than east to Winnipeg. 


The market of the: north-western United: States: is. much easier: 
to reach than the market of eastern: Canada, which would: 


require a 1,000 mile haul from the head of the lakes to indus- 
trial Ontario. Oil imported’ into Canada comes in through a 
Pipeline from Portland, Maine, to Montreal, Why should it 
not flow out over a pipe from Regina to, say, Chicago? If 


this plan were adopted, Canadian oil could relieve the pressure’ 
on the United States oi! industry by supplying the accessible’ 
forth-western States, and US oil could’ continue to supply: 
eastern Canada over the existing facilities. Last year, Canada 





spent £75 million, mostly in US- dollars, on inrported’ oif and? 
from the point of view of balancing its trade it could’ hope 
to pay for its eastern imperts by its westerm experts. Some 
such plan as this had been confidently expected’ until the 
recent slackening in oi] consumption im the United States 
raised the possibility thar American companies. would object 
to free imports. of Canadian oil. (Imperial Oil, the biggest 
operator in Alberta, is a subsidiary of Standard Oi! of 
New Jersey.) If protectionist feeling were to keep Canadian 
oil out of the United States, the Canadian companies would! 
have to decide whether to leave the oi! in the ground or 
whether to carry it over the long haul to: eastern Canada, But 
this. is not yet an urgent question. 

Closely associated with the oil of Alberta is the natural gas 
which has been developed for some years and provides cheap 
and efficient heating for thou- 
sands of domestic houses as 
well as for industrial uses. Re= 
serves have been estimated as 
high as ro trillion cubic feet, 
and the lecal consumption last 
year was only 37 milfion. 
Three companies have plans for 
exporting the gas by pipelines: 
west to British Columbia, south 
to the State of Washington, and: 
east to Winnipeg, Manitoba. 
The Alberta. Government has 
not yet decided: whether it wilh 
allow the export of gas. It is 
inclined to ensue that all locad 
requirements are satisfied and 
tor estimate petential require- 
ments in. the province fairly, 
high. 

But more than for any other 
of its natural resources,, Alberta. 
is looking for a market for its 
coal. Reserves are estimated at 
4600 million tons, all fairly 
accessible and 60 per cent 
bituminous. There is only a little anthracite, and the rest is 
sub-bituminous or lignite. Annual’ production, however, is 
just over 8,000,000 tons, and only abeut 10,000 men ace 
employed. Im 1948, nearly 1,500,000 tons. were used. in 
Alberta. itself, nearly another 1,000,000 tons were shipped over: 
the meuntains. to British Celumbia, 600,000 tons went to 
Manitoba, and the railways teek mere than 2,000,000: tons, 
In. spite of great advertising efforts in the east, Ontarie took 
only 200,000. tons, and Japan toek.as much. It is a haul of 
2,000 miles from Edmonton to Torente. and: the coalfields. of 
the Appalachians in the United States are very. much. nearer. 
If, therefore, the coal cannot get to the’ market, the great 
hope of Alberta is to get the industry to Come to it. 

The provincial government has been conducting, negotiations. 
about chemical plants, pulp mills, tanneries, plywood factories 
and’ a carbide plant. Several chemical firms are attracted. by_ 
thie possibilities inherent in the Edmonton oil refineries, and 
projects for two large pulp-mills are also under way. The 
provincial government is also planning to bring in British 
immigrants, and it would most welcome people who could” 
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bring an industry with them. Industrialisation must proceed 
gradually. Many of the new industries will depend on other 
new industries to provide them with a local market. The 
process will be like a snowball, or, perhaps better, a spiral with 
very small rises in the early stages. The major first step, 
which may be decisive for the future, is the establishment of 
the oi] industry. 


“ Gateway to the North ’’ 


All this considers only the relatively settled parts of the 
province. It leaves out the northern district in the valley of 
the Peace River, the tar-sands of Athabasca and the uranium 
discoveries just over the border in northern Saskatchewan. 
But all these have the authentic ring of the pioneer frontier. 
Part of Edmonton’s growth, indeed, is due to the pace of 
northern mining developments. The city proudly, and justly, 
claims to be the “ Gateway to the North.” The Peace River 
valley, 200-309 miles north-west of Edmonton, and reaching 
over the border into British Columbia, forms the first part of 
the route of the Alaska Highway. Agriculturally speaking, it 
is the last—or at least the last-but-one—frontier. In spite of 
its northern latitude it grows excellent wheat and also provides 
good dairying. It awaits only better transport outlets to bring 
very much greater development. The Athabasca tar-sands, 
lying about the same distance north-east of Edmonton, are one 
of the challenges with which science taunts its followers. 
There are at least 10,000 square miles of bituminous sands in 
this desolate sub-arctic region, and their oil content has been 
estimated as high as 250,000 million barrels, which is more 
than al] the proven oil reserves of the rest of the world. The 
oi] is in the form of a film of bitumen round each grain of 
sand. Both the Dominion and the provincial governments 
have tried experiments in methods of separating the two. No 
method that is anywhere near economic has been found, but 
some day it will be. 


Alberta has outpaced neighbouring Saskatchewan in oil, 
but Saskatchewan has the big uranium prospects. A discovery 
in the Gold fields area to the east of Lake Athabasca looks 
like much the biggest thing Canada has found in the way of 
radio-active minerals. The Government-owned Eldorado 
Mining and Refining Co. is employing 200 men and spending 
£250,000 on development work this summer. By next summer 
the company should have a reliable estimate of the extent of 
the deposits. Indications are that they will be more extensive 
than those now being worked at Port Radium on Great Bear 
Lake near the Arctic Circle. They will certainly be much 
more accessible. It costs £50 a ton to bring the pitchblende 
concentrate out from Port Radium ; the comparable cost for 
the Goldfields area is only about £2. 


Oil in Italy 


[FROM OUR ROME CORRESPONDENT] 


Tue oi] strike at Cortemaggiore, announced with fanfares in 
mid-June, is a reality and possibly heralds an Oil Age in the 
Po Valley, but the controversies aroused by the discovery have 
been bitter. There were some enormously exaggerated press 
reports which led to intense speculation in oil shares, including 
some which could not have profited by the strike in any 
circumstances. The man-in-the-street has expressed his 
suspicion that the alternate writing up and writing down of 


the importance of the oil strike was connected with market 
operations. 


More serious is the controversy over the new oil prospecting 
jaws which the Minister of Industry, Signor Lombardo, sub- 
mitted to the Cabinet almost simultaneously with the news 
of the oil discoveries. The Cabinet withheld its approval of 
the law which has been sent for examination to the Committee 
for Industrial Reconstruction, a ministerial body nominally 
presided over by Signor de Gasperi. Signor Lombardo has 
been bitterly attacked in some of the maior organs of the 
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press, including the Corriere della Sera and the Messaggero, 
for persisting in spite of this rebuff in defending the 
principles of his project in the Senate. The Minister revealed 
that his mining council had examined 400 Italian and 
foreign applications for prospecting rights in the last six 
months. He said that radical methods were out of place in a 
problem of such gravity. It was intended to put only one 
third of the concession areas at the disposal of foreign or 
mixed enterprises. The remaining two-thirds would go to 
Italian concerns, and the main share in the Po Valley con- 
cessions would go to State-owned enterprises. Foreign capital 
was necessary and should be encouraged. Nationalisation 
could not be applied to an industry which had not yet been 
developed. 


Such arguments have naturally earned for Signor Lombardo 
fresh notoriety in the Communist press as an “agent for 
American capitalism.” But more responsible newspapers have 
also shown lively apprehensions about the ambitions of 
American oil companies in Italy. Starting from the claim 
that the state-controlled company alone had the merit of the 
oil discoveries in the Po Valley, it is urged that the new oil 
legislation proposed by Signor Lombardo represents super- 
fluous generosity to the oil companies. Arnaldo Petretti, 
former chairman of the state-controlled company criticised the 
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legislation on the grounds that it obliges the state to prolong 
prospecting rights up to nine years, that it provides for the 
concession to follow automatically upon the discovery of oil, 
that it fixes a minimum concession period of thirty years with 
a minimum prolongation of twenty years, and that in general 
it “ replaces the rights enjoyed by the Administration by duties 


incumbent upon it.” Writing in the Messaggero, Petretti 
added : 


No Italian enterprise has ever asked for all this, nor have 
any foreign companies, with very rare exceptions such as the 
Standard Oil Company. This great American company has been 
working in Italy for more than a quarter of a century and cannot 
complain of ever being ill-treated . . . but it is now seeking to 


apply in Italy a system of concessions suitable only in countries 
of low civilisation, 


The Corriere della Sera was equally vehement. It also 
found a contradiction between the great number of applications 
for prospecting rights received by the Minister and his inclina- 
tion to belittle the importances of the discoveries. The 
extreme Left, fortified by such comment, has accused 
Lombardo of deliberately minimising the Cortemaggiore oil 
strike in order to spread the impression that prospecting in 
the Po Valley will be a risky investment which foreign enter- 
prises can well be left to undertake. 


The official valuation of the Cortemaggiore strike is that 
the well, when in full production, might in 1953 produce 
100,000 tons, or 2 per cent of Italy’s present annual require- 
ments. (It should, however, be borne in mind that this is 
regarded as only a pilot operation.) Much more important for 
the present are the simultaneous finds of methane gas which 
in the same year may yield the caloric equivalent of 700,000 
tons of oi], or of about twice that amount-of: coal. 
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bring an industry with them. Industialisation must proceed 
gradually. Many of the new industries will depend on other 
new industries to provide them with a local market. The 
process will be like a snowball, or, perhaps better, a spiral with 
very small rises in the early stages. The major first step, 
which may be decisive for the future, is the establishment of 
the oi] industry. 


“Gateway to the North’’ 


All this considers only the relatively settled parts of the 
province. It leaves out the northern district in the valley of 
the Peace River, the tar-sands of Athabasca and the uranium 
discoveries just over the border in northern Saskatchewan. 
But all these have the authentic ring of the pioneer frontier. 
Part of Edmonton’s growth, indeed, is due to the pace of 
northern mining developments. The city proudly, and justly, 
claims to be the “ Gateway to the North.” The Peace River 
valley, 200-309 miles north-west of Edmonton, and reaching 
over the border into British Columbia, forms the first part of 
the route of the Alaska Highway. Agriculturally speaking, it 
is the last—or at least the last-but-one—frontier. In spite of 
its northern latitude it grows excellent wheat and also provides 
good dairying. It awaits only better transport outlets to bring 
very much greater development. The Athabasca tar-sands, 
Jying about the same distance north-east of Edmonton, are one 
of the challenges with which science taunts its followers. 
There are at least 10,000 square miles of bituminous sands in 
this desolate sub-arctic region, and their oil content has been 
estimated as high as 250,000 million barrels, which is more 
than all the proven oil reserves of the rest of the world. The 
oi] is in the form of a film of bitumen round each grain of 
sand. Both the Dominion and the provincial governments 
have tried experiments in methods of separating the two. No 
method that is anywhere near economic has been found, but 
some day it will be. 


Alberta has outpaced neighbouring Saskatchewan in oil, 
but Saskatchewan has the big uranium prospects. A discovery 
in the Gold fields area to the east of Lake Athabasca looks 
like much the biggest thing Canada has found in the way of 
radio-active minerals. ‘The Government-owned Eldorado 
Mining and Refining Co. is employing 200 men and spending 
£250,000 on development work this summer. By next summer 
the company should have a reliable estimate of the extent of 
the deposits. Indications are that they will be more extensive 
than those now being worked at Port Radium on Great Bear 
Lake near the Arctic Circle. They will certainly be much 
more accessible. It costs £§0 a ton to bring the pitchblende 
concentrate out from Port Radium ; the comparable cost for 
the Goldfields area is only about £2. 


Oil in Italy 


[FROM OUR ROME CORRESPONDENT] 


Tue oil strike at Cortemaggiore, announced with fanfares in 
mid-June, is a reality and possibly heralds an Oil Age in the 
Po Valley, but the controversies aroused by the discovery have 
been bitter. There were some enormously exaggerated press 
reports which led to intense speculation in oil shares, including 
some which could not have profited by the strike in any 
circumstances. The man-in-the-street has expressed his 
suspicion that the alternate writing up and writing down of 


the importance of the oil strike was connected with market 
operations. 


More serious is the controversy over the new oil prospecting 
laws which the Minister of Industry, Signor Lombardo, sub- 
mitted to the Cabinet almost simultaneously with the news 
of the oil discoveries. The Cabinet withheld its approval of 
the Jaw which has been sent for examination to the Committee 
for Industrial Reconstruction, a ministerial body nominally 
presided over by Signor de Gasperi. Signor Lombardo has 
been bitterly attacked in some of the maior organs of the 
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press, including the Corriere della Sera and the Messaggero, 
for persisting in spite of this rebuff in defending the 
principles of his project in the Senate. The Minister revealed 
that his mining council had examined 400 Italian and 
foreign applications for prospecting rights in the last six 
months. He said that radical methods were out of place in a 
problem of such gravity. It was intended to put only one 
third of the concession areas at the disposal of foreign of 
mixed enterprises. The remaining two-thirds would go to 
Italian concerns, and the main share in the Po Valley con- 
cessions would go to State-owned enterprises. Foreign capital 
was necessary and should be encouraged. Nationalisation 
could not be applied to an industry which had not yet been 
developed. 


Such arguments have naturally earned for Signor Lombardo 
fresh notoriety in the Communist press as an “agent for 
American capitalism.” But more responsible newspapers have 
also shown lively apprehensions about the ambitions of 
American oil companies in Italy. Starting from the claim 
that the state-controlled company alone had the merit of the 
oi] discoveries in the Po Valley, it is urged that the new oil 
legislation proposed by Signor Lombardo represents super- 
fluous generosity to the oil companies. Arnaldo Petretti, 
former chairman of the state-controlled company criticised the 
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legislation on the grounds that it obliges the state to prolong 
prospecting rights up to nine years, that it provides for the 
concession to follow automatically upon the discovery of oil, 
that it fixes a minimum concession period of thirty years with 
a minimum prolongation of twenty years, and that in general 
it “ replaces the rights enjoyed by the Administration by duties 


incumbent upon it.” Writing in the Messaggero, Petretti 
added : 


No Italian enterprise has ever asked for all this, nor have 
any foreign companies, with very rare exceptions such as the 
Standard Oil Company. This great American company has been 
working in Italy for more than a quarter of a century and cannot 
complain of ever being ill-treated . . . but it is now seeking to 


apply in Italy a system of concessions suitable only in countries 
of low civilisation. 


The Corriere della Sera was equally vehement. It also 
found a contradiction between the great number of applications 
for prospecting rights received by the Minister and his inclina- 
tion to belittle the importances of the discoveries. The 
extreme Left, fortified by such comment, has accused 
Lombardo of deliberately minimising the Cortemaggiore oil 
strike in order to spread the impression that prospecting in 
the Po Valley will be a risky investment which foreign enter- 
prises can well be left to undertake. 


The official valuation of the Cortemaggiore strike is that 
the well, when in full production, might in 1953 produce 
100,000 tons, or 2 per cent of Italy’s present annual require- 
ments. (It should, however, be borne in mind that this is 
regarded as only a pilot operation.) Much more important for 
the present are the simultaneous finds of methane gas which 
in the same year may yield the caloric equivalent of 700,000 
tons of oil, or of about twice that amount-of- coal. 
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Convairtravel means luxury flying at 5 miles a 
minute... it means pressurised and air-conditioned 
cabins .. . extra stewardess service .. . even more 
luxurious armchair seating. These wonderful new 
goo m.p.h, Convairliners are now operating on most 
of the K.L.M. European routes. Book now for sum- 
mer travel to Holland, Switzerland, Scandinavia, 
ltaly, Germany, Greece, Spain and Portugal. 


Reservations from all Air 
Travel Agents or K.L.m. 
Royal Dutch Airlines, 
202/4 Sloane Street, S.W.1. 
(Tel. Kensington 8111) 
and at Manchester, 
Glasgow and Dublia. 
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It is not often that The Times Literary Supplement 
finds a book amazing. What is truly amazing and 
bemusing is the number of books published, and 
theic mediocrity. The Times Literary Supplement 
is not concerned with these. It seeks always the 
important book, on whatever subject, and scru- 
pulously weighs its worth. It is not afraid to be 
learned, and to ask from its readers a serious 
approach to literature. For any to whom books 
are not the playthings of an idle hour, The Times 
Literary Supplement is a fund of knowledge and 
guidance. 


Place an order with your usual bookstall or newsagent 
Price 3d. every Friday 
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New Tariffs and Old 
Troubles 


[FROM OUR SPECIAL CORRESPONDENT] 


AFIER a long period of negotiations, the past few weeks have 
seen a speed-up in the conclusion of new tariff agreements at 
the Annecy Trade Conference. This would have been a matter 
for unqualified satisfaction had it not been for two draughts of 
cold air that have ruffled the lakeside assembly ever since it 
pot under way last April. The first has been the steadfast 
refusal of the Italian delegation to scale down the artificially 
high tariff, with which it arrived at Annecy, in the hopes of 
striking a good bargain. The chief US negotiator has now 
gone to Rome to seek a reversal of this policy through direct 
contact with the Italian Government. Unless he is successful, 
none of the 23 founder members of the General Agreement on 
Tariffs and Trade (GATT) is likely to sign a tariff agreement 
with Italy; such an outcome would be especially serious 
because Italy is one of the most important of the 11 newcomers 
who have sought admission to GATT at the current session. 


Another disturbing element at the Conference is the 
suspicion among the delegates that events are overtaking a body 
whose primary task is to secure tariff reductions. They concede 
that, apart from such open-trade areas as the United States 
and Canada, tariffs can play a major role in world trade only 
when the paraphernalia of quantitative restrictions and 
exchange control are dismantled. In a community of nations 
where “non-essential” imports are kept at token levels, it 
matters lithe whether the non-imported goods are liable to a 
duty of 50 or §00 per cent. 


Escape Clauses in Force 


Yet so far from this paraphernalia being abandoned, the 
Conference has before it the spectacle of more and more nations 
desiring further refuge behind restrictions as balance of pay- 
ments difficulties grow more acute. South Africa, for instance, 
has been seeking advice at Annecy on the most effective, and 
at the same time, least painful way of shutting out the goods 
of its suppliers. Gratifying as the delegates find this willing- 
ness to discuss and consult, they nevertheless regard South 
Africa’s case as a depressing omen. An exaggerated but typical 
reaction to the current state of affairs is the observation by 
one member that “the only portions of the Agreement in full 
force are the escape clauses.” 


There is a general conviction that the next few months will 
witness an even more assiduous reading of these escape 
clauses. If commodity prices continue to fall, if demand— 
especially on the American market—slackens further, and if 
foreign exchange reserves dwindle, it is feared that international 
trade may contract disastrously. The danger is that, unless 
cencerted action is taken beforehand, all nations will scurry 
fer cover behind even higher protective walls and the small 
gains hitherto recorded in the battle for freer trade will be 
jettisoned = In the rush for self-preservation, everyone may 
well be driven by the horror that the devil really will take 
the hindmost. 


Setbacks in Washington 


Increasingly, too, the Conference officials regret the failure 
of the American Congress to ratify the Charter of the Inter- 
national Trade Organisation (ITO). The present arrange- 
ments under GATT are no more than a stopgap. When the 
present Congressional session opened in January, there were 
reasonable grounds for hoping that the Administration would 
bring the Charter before Congress for consideration. Since 
then the Administration has received a series of setbacks on 
domestic issues and as a result has become timid about the 
risks of submitting such a controversial piece of foreign 
economic policy to the legislators. It is to this caution that 
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many of the delegates also attribute the American decision to 
withdraw from the Annecy agenda the proposal that Japan be 
granted “most favoured nation treatment.” Presumably the 
administration was fearful lest a public rebuff on this issue—a 
tender one with the American taxpayer—might further com- 
plicate the passage of ITO through Congress. 


Ratification this year might have dispelled the uncertainty 
that now prevails over the American attitude toward 
international trade. The existence of such an organisation, 
GATT officials speculate, might at least have provided a 
rallying ground where any new wave of protection could have 
been stemmed ; it might at most have formed the basis for a 
world economic conference. Without this body, the future 
of world trade seems in their eyes to depend almost whelly on 
the evolution of an American economic policy so radical that 
it can be ruled out even as a hope. 


Confusion in Chile 


[BY A CORRESPONDENT] 


CHILE, with one of the strongest democratic traditions in Latin 
America, is going through very difficult times. For more than 
three years, the struggle to gain the support of the people of the 
“ shoestring republic” has persisted. The battle lines in this 
conflict have from time to time become blurred, and the net 
result so far seems to have been to shake the faith of Juan 
Pueblo, the Chilean man-in-the-street, in all politicians what- 
ever their platforms may be. Such a mood may help incipient 
dictators, but certainly undermines the ground of the upholders 
of western democracy. 

The present crisis began early in 1946. For some years 
previous to that, the Communists had slowly been increasing 
their strength, both in the general political picture and in 
the trade union movement. When the first Popular Front 
Government came to power early in 1939—under the presi- 
dency of the Radical party leader, Pedro Aguirre Cerda—the 
two principal elements in the Left coalition were the Radical 
party and the Socialist party, with the Communists playing 
only a minor role. The Socialist party was led by the former 
Air Force general, Marmaduque Grove, and an ex-anarchist 
school teacher, Oscar Schnake. The party controlled the 
majority of the labour movement. 


After 1949, the burden of the government was carried by the 
Socialists and Radicals. The result was the rapid deterioration 
of the former party, caused by internal rivalries, infiltration by 
the Communists and by the premature taking of office before 
the party had digested its various disjointed elements. Although 
the party lost control of the labour movement less slowly than 
it lost general public favour, it was definitely a minority 
element in the Confederation of Chilean Workers by the end 
of 1945. The smaller groups in the labour movement—the 
Radicals, Democrats and the Christian Social Falange party— 


had shifted their allegiance from the Socialists to the 
Communists. 


Matters first came to a head at the end of January, 1946, 
when a general strike was planned by the Confederation of 
Workers. At first the Socialists joined the Communists in 
leading the Confederation, but at the last moment the 
Socialists entered the cabinet, and the Socialist secretary general 
of the Confederation of Workers, Bernardo Ibanez, ordered a 
cancellation of the strike. This action led to a split in the 
ranks of the labour group, the formation of two Confederations 
and the opening of a knock-down struggle between the Com- 
munist and Socialist clements in the labour movement. 


During the regime of Acting President Alfredo Duhalde, 
from January to August, 1946, the Socialists held a majority 
in the cabinet and were top dogs in the labour field. 
However, with the election of September, 1946, in which 
Gabriel Gonzalez Videla—backed by the Radical and Com- 


munist parties—was elected chief executive, the balance swung 
in the Communists’ favour. 





q 
K 


Briti 
mad 





Oo TF we eae Te 





THE ECONOMIST, July 9, 1949 





Steel takes the strain 


The dependence of British shipping upon 
British steel is plain enough. The Queen Mary is 
made of steel. So too is the salt-caked tramp. 
What matters more to you is what goes into both. 


STEEL BUYS FOOD 

Exports of goods 
made from steel are 
twice their pre-war 
quantity and now 
represent 47% of 
our total exports. 
Manufactures of 
British steel are playing a telling part in buying the raw 
materials and the food that we can’t ourselves supply. 


PRICES HELD DOWN 


This vital job for recovery can only be done by 
building up output and holding prices down—by a steel 
industry that, to be bald, works efficiently. That 
efficiency is established beyond question by the record 
figures of output, and it is underlined by the low cost of 
our steel—lower to-day than almost anywhere else. 
There is no substitute for efficiency. 
When steel comes up in casual talk, 
remember that efficiency. 
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STEEL'S SHARE IN BRITISH EXPORTS 


OTHER EXPORTS EXPORTS MADE OF STEEL 


The steel industry's 
own £240 - million 


post-war develop- 


ment plan is already 
well advanced. 


is serving you well 


BRITISH IRON AND STEEL FEDERATION 
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‘BANK-INSURANCE? 
GROUP OF TRUSTS 


British banks and insurance companies conform to the 
Three Golden Rules for investors: ONE — They 
provide essential services to trade and industry. TWO 
— They are managed with skill and prudence. 
THREE — They allocate a large part of profits to 
reserves. 

A most convenient and economical method of 
obtaining a freely marketable investment in these high- 
grade equities is by a purchase of Units in the ‘ Bank- 
Insurance’ Group of Trusts. Apply through any Stock- 
broker or Bank for leaflets, prices and dividend rates. 
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Bank-Units, A spread over shares of 36 British, 
Dominion and Colonial banks and 9 discount 
companies. 

Offer price, 5 July 20j;10\d. Yield £3-57%*+ 
Insurance-Units, A spread ove shares of 30 
British Insurance companies. 

Offer price, 5 July 21|-. Yield £3-56%t. 
Bank-Insurance Units, A spread over shares o} 
50 British, Dominion and Colonial banks and 
British insurance companies. 

Offer price, 5 July 20/44d. Yield £3-60%*+. 


*Subject to reduced rate of Tax allowing for D.L.T, relief. 
tthe yield is conservatively calculaied on net cost which 
includes commission and 2% Government Stamp Duty. 
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MANAGERS : Bank Insurance Trust Corporation, Ltd. 
30 Cornhill, London, E.C.3. 
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LEVER BROTHERS & UNILEVER LIMITED 
LEVER BROTHERS & UNILEVER N.V. 





The Boards of Lever Brothers & Unilever Limited and Lever 
Brothers & Unilever N.V. RESOLVED to-day to RECOMMEND 
to the Annual General Meetings of their respective Companies 
which will be held on Lith August, 1949, the DECLARATIONS 
of DIVIDENDS on the Ordinary Capital in respect of the year 
1948 payable on the 19th August, 1949, as set out below :— 


In the case of Lever Brothers & Unilever Limited a DIVIDEND 
of 10% (2/- per £1 of Stock) less Income Tax at 9/- in the £ (same 
as for 1947) PAYABLE to Stockholders registered in the books of 
the Company on the 23rd July, 1949. Consolidated profit was 
£19,378,852 (1947, £17,508,356) after charging £2,650,000 (1947, 
£2,000,000) reserve for replacement of fixed assets and £2,265,000 
(1947, £3,235,000) reserve for stocks but before charging taxation 
on profits. Consolidated net profit was £7,161,505 (1947, 
£5,286,818) after taxation and excluding the proportion attribu- 
table to the outside shareholders’ interests in subsidiaries. Net 
profit of the Parent Company before appropriations was £4,99 1,966 
(1947, £4,757,132.) 


In the case of Lever Brothers & Unilever N.V. a corresponding 
DIVIDEND calculated in accordance with the Equalisation Agree- 
ment converted at the rate of exchange of FI. 10.691 to £1 sterling 
of 8.9 °% (FI. 89 per share of Fl. 1,000) less 15% dividend tax (same 
as for 1947) PAYABLE on PRESENTATION of the appropriate 
DIVIDEND COUPON. Consolidated profit was FL. 66,065,984 

1947, Fl. 94,215,592) after charging Fl. 15,200,000 (1947, FI. 
17,500,000) reserve for replacement of fixed assets and FI. 
20,000,000 (1947, 10,000,000) reserve for stocks but before charging 
taxation on profits. Consolidated net profit was Fl. 35,250,405 
(1947, FL. 34,481,962) after taxation and excluding the proportion 
attributable to outside shareholders’ interests in subsidia 
companies. Net profit of the Parent Company before appropri- 
ations was Fl. 27,696,409 (1947, FI. 28,391,926). 


The Reports and Accounts of both Companies will be issued on 
19th July, 1949. 
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From November, 1946, until April, 1947, the Communists 
were represented in the cabinet of Gonzalez Videla by three 
Ministers, and used their position to consolidate their hold oa 
the labour movement. They also made considerable headway 
in the political field, as was evidenced by the municipal clec- 
tions of April, 1947. But because of the fear on the part of 
the allies of the Communists that they were losing ground in 
favour of the Stalinists, the Communist party was finally 
forced out of the government late in April, 1947. The 
“impromptu ” parade organised by the Communists throught 
the streets of Santiago the night they left the cabinet symbolised 
what was to come. The slogan of the marchers was “ You 
Can’t Govern Without Popular Support.” (Translate 
“ popular” as “ Communist.”) 


Moves Against the Communists 


During the next few months the Communists used their 
strategic trade union position, particularly in the mining areas, 
to show their nuisance value. However, Gonzalez—who had 
sworn eternal friendship to the Communists but a few months 
before—soon tired of this cat and mouse game, and took 
energetic steps to break a Communist-led general strike in 
the coalfields. An attempted nation-wide general walkout 
against the government failed, and open war was declared 
between the president and his erst-while allies. 


The feud between the Communists and Gonzalez has 
dominated Chilean politics since August, 1947. Gonzalez first 
pushed a measure through parliament giving him “ special 
powers,” which included the right to intern key Communist 
leaders. Most of the important trade union leaders of Com- 
munist affiliations were packed off for a year to a small nitrate 
port in northern Chile. Gonzalez’ next move was to propose 
and push through Congress a bill outlawing the Communist 
party. This does not in fact keep the party from functioning, 
but it does make it somewhat more difficult. 

In the trade union field, Gonzalez shifted his support from 
the Communists to the Socialists, led by Bernardo Ibancz. 
With the blessings of the government, the Ibanez group was 
able to seize control of most of the unions in the copper mines, 
as well as a number of key unions among the factory workers 
of Santiago and Concepcion. The nitrate workers’ organisa- 
tions and the railroads workers’ federation withdrew meanwhile 
from the Communist controlled faction of the Confederation 
of Workers and declared their “ neutrality.” 


Divisions Among the Parties 


The methods of Gonzalez split most of the political groups. 
Two issues faced the parties: whether or not to support 
Gonzalez’ legal measures against the Communists, and whether 
or not to enter the national union cabinet organised by the 
President. The Conservatives at first backed the President’s 
moves and joined his cabinet, then withdrew and took an inde- 
pendent position, because the party’s principal leader, Senator 
Eduardo Cruz Coke, declared that the anti-Communist measures 
were undemocratic. 


The President’s Radical party, which had been well colonised 
by the Communists during the Radical-Communist alliance in 
1946 and early 1947 found that it had to expel a number of its 
leading members for opposition to the Gonzalez about-face. 


But the worst crisis was faced by the Socialists. Old fires 
of dissension were fanned by the Gonzalez policies and 
Bernardo Tbanez’ co-operation with the President’s anti- 
Communist measures. After much discussion within the 
party’s ranks, the Socialists split: the Ibanez faction entecing 
the cabinet and backing the legal measures against the Com- 
munists, the opposing faction led by the party’s secretary, 
Raul Ampuero, going into the opposition and refusing to enter 


.the cabinet. 


Opposition to Gonzalez has come from other sources as well. 
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followers of President Perén of Argentina of conspiring against 
the Chilean régime, znd at one time the first secretary of the 
Argentine Embassy in Santiago was declared persona non grata 
for alleged participation in such a plot. Right-wing elements 
such as ex-dictator-president, Carlos Ibanez, are apparently 
involved in these moves against the Gonzalez administration, 

The upshot of the present confused situation is a general 
lowering of the morale of the Chilean citizenry. In the 
working-class, the disillusion in the Communists is apparently 
widespread. They had for years been the opposition to the 
Socialists within the labour movement, and had thrived on the 
mistakes and the petty jealousies of the Socialist leaders, yet 
when they themselves came to power in 1946 it was found that 
they were no better. Their sudden turn against Gonzalez 
Videla whom they had—in their typical fashion—lionised when 
they were allied to him, went further to shake the confidence 
of the workers in the Communists. Finally, their obvious defeat 
by Gonzalez lent doubt to the myth of their invincibility while 
their short stay in power gave a foretaste of the utter ruthtess- 
ness which would have characterised them had they ever been 
able to seize full power. 


Corrupt Elections 


However, no one else has taken the Communists’ place. The 
Socialists certainly cannot do so, nor can the “ traditional” 
parties—the Conservatives, Liberals and Radicals. The result 
has been the growth of a widespread feeling of lassitude among 
the electorate which made itself felt during the congressional 
elections of March, 1949, by widespread corruption. For the 
first time in many years there was apparently wholesale selling 
of working-class votes. This had been a standard operating 
procedure in the rural areas, but for a quarter of a century 
had been comparatively rare in the urban areas where the 
workers felt that they had vital interests to be served by 
supporting one or the other of the parties which made their 
special appeal to the working-class. On this occasion, however, 
there was a large group of workers who felt that it did not 
make any difference who won, and they were, therefore, willing 
to sell their votes. 

No one knows what will happen next. President Gonzalez 
at the moment seems strongly entrenched. He is apparently so 
sure that he has broken the power of the Communists that 
he let them participate in the March, 1949, elections—although 
under a pseudonym—and he has also released all the Com- 
munist leaders who were interned. There seems to be no 
immediate challenge from any other quarter. 

Chile seems ripe for the appearance of some new party or 
leader who can capture once more the imagination of the 
disillusioned masses. Whether this group or individual will 
be something along the lines of the Perénista movement of 
Argentina or the Apristas of Peru, or something entirely 
different no one can tell. But in any case, the present vacuum 
in the very volatile political scene of Chile presents the possi- 
bility of some dramatic developments in the fairly near future. 











eae es decisions can be taken by 
the man who is unhampered by any 
knowledge of the facts — or by the 


man who knows his subject inside out. 


Facts and opinion on overseas markets, 
on prices and trends, on production and 


exports, may be obtained through ; 


The Economist Intelligence Unit, 
22 Ryder Street, London, $.W.1. 
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Ten Year Plan for the Congo—Il 
Meat and Metals for Europe 


[FROM OUR BRUSSELLS CORRESPONDENT] 


DEVELOPMENT in the Congo is mainly a question of 
getting more production. Bad communications are not the 
only, or even the principal, limiting factor, since the Congo 
is faced with the two chronic African shortages—land and 
Jabour. These are not problems which can be solved over- 
night, or even in one generation. A population of around 
11 million yields a labour-force of a bare 750,000 available for 
mining and other European enterprises. There are critics 
who suggest that, even at this level, labour resources have been 
unduly drawn upon ; and it seems certain that no great increase 
in labour supplies can be contemplated without undue 
prejudice to village and tribal life, and hence to racial fecundity. 
Briefly, therefore, Belgium has found out that the Congo can 
barely afford as yet the labour it has already set aside for 
the operation of the white man’s enterprises. The basis of the 
colony’s economic life is and must remain agricultural, and it 
is only by increasing 
the agricultural out- t 
put per labour-unit Ff 
that the population 
can be fed and a 
Jabour surplus pro- 
vided for industrial 
and mining ventures. 
It does credit to 
the Belgian adminis- 
tration that it has 
these basic factors so 
clearly in mind and 
that, at a moment 
when there is so 
much talk of 
strategic minerals, 
the key point of the 
Ten Year Plan is 
the raising of the 
agricultural _ yield. 
This bears out the 
indications given in 
the estimates of 
future production submitted to OEEC. ‘These allowed for 
only a two per cent increase in copper output during the 
Marshall Plan period, but suggested a doubling of the output 
of coffee to 50,000 tons ; a rather larger expansion in palm, 
and other vegetable oils ; a fivefold increase in rubber (20,000 


tons) and a tenfold rise in the fast developing production of 
bananas. 


1 
CAMEROONS \ 


SAANGOLAS 
: (Portugese) —= 


Training the Native Peasant 


The key to the problem is the education and control of the 
Native Cultivator, whose methods have in the past been respon- 
sible for more damage to the soil than has the erosion caused 
by tropical rainfall, It is being tackled in two ways, first by 
the selection of agricultural development areas (gites agricoles), 
and secondly by the development of peasant farming com- 
munities. The former method depends primarily on soil 
selection and family settlement. With concentrated expendi- 
ture a development may be possible to create communities on 
Tennessee Valley lines in the naturally favoured areas, as in 
the important stretch of riverine country below Stanleyville. 

peasant community technique involves the parcelling out 
of cultivable land by the authorities, and a definite scheme of 
CTop rotation. Mainly through co-operative organisations, the 
necessary equipment—notably for transport, preparation for 
market and elementary processing—is put at the cultivator’s 
disposal ; and he is assigned a cultivation minimum which, in 





87 
practice, he often finds it possible to exceed. Experiments 
in community organisation are in progress in most districts. 


Most are on a small scale, but the Babuva community at 
Bambesa, in the north, numbers 16,000 cultivators. 


These. plans bring the administration close tc the native 
cultivator. They throw much of the accent on plans for 
generation and transmission of electricity, hitherto mainly con- 
centrated in the mining and urban districts. The Congo is 
rich in water-power resources and, with current made available 
for agriculture and with considerable expenditure on agricul- 
tural equipment, it is hoped to confirm experimental raising 
of the native output level, which has been as much as twelve- 
fold in some instances. Now that the tsetse fly has come under 
control, and experiments have determined the best cattle breeds 
for acclimatisation, great importance is attached to the increase 
of meat production, both to replace existing imports and for 
export. 

Can Belgium Find the Funds? 


Communications, electricity and agricultural development on 
the lines described lie at the root of most of the expenditure 
under the Ten Year Plan. The Belgian Colomal Minister has 
estimated the cost. at Fr. 50,000 million (say £285 million). 
Half this, however, represents private investment. It is not 
quite clear how it is 
contemplated to 
raise the money since 
there are obvious 
limits to the extent of 
capital expatriations 
from Belgium, where 
the capital market is 
finding it difficult to 
accommodate home 
needs. Moreover ,the 
internal funds of the 
mining concerns will 
be needed in the first 
instance for private 
investment. Never- 
theless, the present 
hope is that Belgium 
will be able to 
finance, from its own 
. metropolitan and 
colonial sources, the 
bulk, if not the 
whole, of the public 
investment, without relying on funds possibly to be made 
available by the United States Congress. It may be that the 
reluctance to accept American official help will not extend to 
Ruanda-Urundi which, being under trustee (as opposed to 
colonial) administration, has not yet been brought within the 
scope of the Ten Year Plan. 


High Hopes of Timber 


There is no denying the immense wealth, much of it still 
latent, of this stretch of Darkest Africa. It already contributes 
largely to the world’s economy ; on the mining side with its 
supplies of copper, tin, zinc, uranium, magnesium and indus- 
trial diamonds and, agriculturally, with coffee, cotton and palm 
oil; The picture which emerges from current plans is of a 
Congo becoming rather rapidly self-sufficient in food, and 
proceeding from this to become a world supplier first of meat 
and, to an increasing extent, of timber. The latter may prove 
to be a vastly important development. Published estimates 
already allow for a doubled output of timber by 1953, but even 
the increased figure—200,000 tons—is tiny compared with what 
may ultimately come from the Congo’s 430,000 square miles 
of forest area. The Congo thus seems to be moving towards a 
prosperous future ; and, even if conditions have necessitated 
contemplating an unsensational pace at the next stage, the plan 
has been sedulously studied and ten years is a short time in the 


history of Africa. (Concluded) 
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Our goal has always been tomorrow... 


O THAT we can serve the public 

welfare better today. 

International Harvester has al- 
ways worked toward the future 
and with a single purpose to pro- 
duce the best in essential equip- 
ment for essential work . . . ma 
chines that help all of us get more 
out of life because they make it 
easier to produce the daily neces- 
sities. 

Comfort, security, plenty — these 
are the things all of us want. They 
will be easier to obtain when basic 
industries are able to purchase 
equipment that will increase ca- 





pacity as well as maintain and re- 
place present units whenever nec- 
essary. Accordingly, it is to the 
interest of every nation to facili- 
tate the supply of such priority 


items in order to make this essen- 


tial equipment available to its 
producers. 


For well over a century Interna- 
tional Harvester has built an ever- 
increasing variety of machines 
and equipment that serve the pub- 


INTERNATIONAL 


interectional Trucks + International Industrial 
Power + intesrational Harvester Refrigeration 


lic welfare. They help increase 
agricultural output... improve 
transportation of all products... 
speed construction and earthmov- 
ing projects . .. aid in preserva- 
tion of perishable foods. Products 
of International Harvester solve 
problems vital to all of us because 
they are tools that help turn short- 
age into plenty. International Har- 
vester Export Company, 180 North 
Michigan Ave., Chicago 1, U.S. A. 


HARVESTER 


McCormick International 
Porm Tractors & Farm Equipment 
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THE BUSINESS WORLD 





The Ebbing Reserves 


7. sombre unofficial forecasts of the extent of the 
recent drain upon the central gold and dollar reserve 
of the sterling area have proved to be all too accurate. Sir 
Stafford Cripps, in his anxiously awaited statement in Par- 
liament on Wednesday, revealed that the reserve, at £406 
million, already stands almost £100 million below that abso- 
lute minimum the protection of which was to have been a 
prime objective of Britain’s whole economic policy through- 
out the four-year period of ERP. The net drain in the past 
quarter has amounted to £65 million, at which rate the whole 
reserve would disappear by the end of next year; and the 
pressures upon it are mounting. These stark facts from the 
complex equation sufficiently demonstrate the gravity of the 
crisis into which Britain—and, indeed, the whole sterling 
area—is plunging. The implications of the world-wide 
problem of which Britajn’s is a part are discussed in an earlier 
article. Here the object is to examine the Chancellor’s state- 
ment at closer range, and te analyse the sources—so far as 
they are yet known—of 
the strains to which the 
reserve is being subjected. 
From whatever angle it is Yeon 
considered, Sir Stafford’s panel > Net 
statement scarcely seemed r 

to match the gravity of the 
occasion. In tone, it fell 
far short of the grim and 
frank austerity which the 
public had been led to 
expect. At some points, 
indeed, it even seemed to 
belittle the dangers. This 
crisis, declared the Chan- 
cellor, is “serious,” 
but it is not to be 
compared with that of 1947, because in the meantime Britain’s 
position and that of other countries in the OEEC group has 
been “immeasurably strengthened.” Britain, he said, now 
has behind it two years of “uninterrupted economic pro- 
gress”"—it has tackled the problem of inflation, has 
achieved record production and exports, and has almost 
reached an overall balance in its external payments. Are 
these past accomplishments, impressive though they have 
been, grounds for confidence in Britain’s ability to tackle its 
dollar emergency now? The exports were achieved in a 
Phase of sellers’ markets and were mostly sold for soft cur- 
tencies. The very success of British exporters in the non- 
dollar world is one reason for the yawning breadth of the 
dollar gap now, and is almost the whole explanation of the 
vaunted approach to “ overall” equilibrium. These argu- 
Ments are almost irrelevant, and it is certainly bad psychology 
to use them when the first objective should be to convince 
the British people of the further efforts and sacrifices which 
must be required of them. 


; Very little, however, is being asked of them for the present. 
Immediate corrective action,” the Chancellor declared, 
was.called for to arrest the drain ; but this action is restricted 


STERLING AREA GOLD AND DOLLAR RESERVE 
eae ____ & Million 


‘ US and |Purchases 
Deficit Canadian from 
Credits | IMF 





to a “standstill” order to purchasing departments to post- 
pone new dollar purchases to the maximum extent possible. 
Since an overwhelming proportion of dollar expenditure by 
departments is made under long-term contracts or other firm 
commitments, this emergency measure is of very limited 
scope, and can affect only spot purchases. It does not touch 
films or oil or, of course, basic foods and raw materials. The 
one major item which may soon be affected by it is tobacco, 
since the first seasonal purchases at the auctions fall to 
be made during August, and the instructions to buying 
agents have to be despatched by the end of this month. This 
particular issue is apparently still undecided ; but in any case 
it is admitted that the standstill arrangement cannot achieve 
any large saving and will exert very little effect upon the 
dollar drain during the current quarter. 


The time-lag in the operation of any other stopgap 
measures will, it seems, be even greater. No further steps 
will be taken until the distribution of ERP aid for the current 
year has taken place and 
the new intra-European 


i payments scheme has 
Financed by : come into operation. 
ted | Thereafter, the _Govern- 
Gold Oe ment will review the 

eee a whole import programme ; 
= it hopes to have a new 

programme completed by 

September. The Chan- 


cellor gave no indication 
of either the extent or the 
nature of the cuts that 
revision may impose, but 
he did say that no cuts 
in actual releases of dollar 
supplies for consumption 
will be made until after the impending discussions with 
the Commonwealth finance ministers and with Mr Snyder. 
It “may” then become necessary to reduce consumption 
of “certain selected foodstuffs which are primarily drawn 
from the dollar area and of certain raw materials.” 


729 
% 
20 


* 


So much for the “ immediate corrective action.” It is 
neither immediate nor corrective. Given the system of bulk- 
purchase under long-term contracts, there was indeed little 
the Government could immediately do in pursuit of “ this 
major objective of financial policy”—the defence of the 
reserves. It had not been expected that at this stage Sir 
Stafford would attempt to outline policy for the longer term, 
on the ground that this, too, must await the outcome of the 
talks with the Dominions and the United States. But he 
gave no hint even of the direction in which the Government 
is likely to move, nor any clear sign of recognition that this 
new crisis is attributable to any save external causes. The 
nearest approach to any admission of the need for radical 
adjustment in the domestic economy, as distinct from action 
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on the international plane, was the reaffirmation of the im- 
portance of reducing costs through an improvement in indus- 
trial efficiency. But the Chancellor promised no new con- 
tribution towards the solution of this, the crucial, problem. 
That, it seems, is industry’s headache: it is exhorted to drop 
the “easy methods” of the past decade of sellers’ markets. 
The Government, for its part, will do what it has done in the 
past. It has “no desire to see wages cut” and pleads again 
for “ vigorous pursuit” of the personal incomes policy; but 
it reaffirms that full employment, maintenance of standards 
and “ fair shares” remain the basic objectives of policy. 

For the rest, it assumes that a “ real” long-term solution 
of the basic problems will be evolved on an international 
plane. Such a solution, it is optimistically implied, is now 
more feasible than it has been hitherto: 

Our recovery and that of Europe has. . gone far enough 
to enable us now to look for a way out.... If we are to 
have in the future the convertibility of currencies and the 
multilateral form of trade which we have sought ever since 
the end of the war and are now seeking, we and others must 
begin to build the permanent policies that will make these 
desirable objectives possible of attainment. 

No one will dissent from this second statement. But in the 
midst of this dollar crisis of the sterling area, and after the 
recent squabbles about convertibility under the intra- 
European payments scheme, it is hard to see how the chances 
of progress in this direction have been thus improved— 
especially if the Chancellor’s latest rejection of devaluation 
must be taken at face value. 


* 


This approach, such as it was, to the policies for solving 
the basic problem was paralleled by the Chancellor’s diag- 
nosis of the causes of the increased strain. He put the whole 
blame upon the change from a sellers’ to a buyers’ market, 
upon the decline in demand from the dollar area for the 
goods of the sterling area, and upon the accompanying fall 
in the dollar prices they have commanded. More specifically, 
there have been four distinct sources of dollar loss. Most 
important has been the decline in the volume and value of 
dollar sales of primary materials from the overseas sterling 
area. Until last March, rubber, tin, cocoa, diamonds and 
wool were alone bringing in an aggregate of about $120 
million a quarter; in this past quarter they have contributed 
only half that sum, and there has been a decline in the earn- 
ings from other commodities as well. Secondly, but quanti- 
tatively less important, has been the setback in exports of 
manufactured goods from Britain to the United States. In 
the first five months of this year, the monthly average was 14 
per cent below that for the last quarter of 1948. 


Thirdly, there was a very marked increase, especially in 
June, in Britain’s loss of gold to countries of the OEEC 
group with which there are separate bilateral payments 
agreements under which the creditor countries require all 
sterling accumulated beyond an agreed amount to be con- 
verted into gold. In the first half of this year, £16.5 million 
of gold was paid to Belgium, and, of this, £10.8 million 
occurred in the past quarter (including no less than £6.8 
million in June, for the May settlement). Payments to 
Switzerland this year have totalled £6.2 million (£4.3 
million in the past quarter), while £1.5 million has been paid 
to the Bizone (but nothing at all during the past quarter). 

Fourthly, a curious arrangement made with South Africa 
under the £80 million gold loan agreement of 1948 has in- 
volved a net drain on the central reserve. This loan, made 
for a three-year period, replaced the former arrangement 
whereby South Africa sold the bulk of its gold output to 
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Britain but drew upon the central reserve for its current 
needs of foreign exchange. From January, 1948, having 
in effect reduced its average rate of gold deliveries to London, 
South Africa was to finance its own requirements for foreign 
exchange, and thus was to reimburse the Exchange Equalisa. 
tion Account in gold for any net foreign exchange payments 
effected through London on South African account. The 
payments thus to be reimbursed were not, however, confined 
to payments of hard currency, so that at times Britain has 
secured gold from South Africa against payments made for 
its account in soft currency—yielding Britain a “ profit” in 


gold. In the past quarter, this position has been reversed, a 


Since South Africa has been cutting down her imports from 
non-sterling sources, the South African exchange operations 
effected through London have shown a surplus on the soft 
currency account, and this surplus has had to be offset against 
Britain’s claim for gold reimbursement of the net payments 
made for South Africa in dollars. It is not known whether 
the net loss to Britain has been large, but the clause under 
which it is incurred will not survive the repayment of the 
loan, of which more than half has been discharged in sterling 
during the past three months. 


These four influences are adduced as the direct causes of 
the sharp accentuation of strain during the second quarter of 
the year. The net dollar deficit, as the accompanying table 
shows, was £157 million, or nearly twice the deficit for the 
previous quarter and half as large again as that for the second 
quarter of 1948. The dollar reimbursements under ERP, at 
£85 million, were roughly the same as in the previous quarter, 
and the only other receipts came from a draft of £7 million 
on the Canadian credit. Hence the net fall in the reserve 
amounted to £65 million, by far the largest decline since 
the first quarter of ERP, when there was an abnormally large 
lag in ECA reimbursements. At the end of June, the total 
ERP aid allotted to Britain for the whole fifteen months of 
the ERP period amounted to £424 million, and exceeded 
the aggregate reimbursements which had then been made (in 
cash or otherwise) by £89 million. Of this sum, {19 
million represented the estimated amount then due in re- 
imbursement of approved dollar expenditure already 
incurred. Revised estimates suggest that a roughly equiva- 
lent sum was outstanding at the end of March. To measure 
the extent of the true strain on the reserve since ERP 
started, it is fair to add this outstanding £19 million to the 
£406 million of gold and dollars actually in hand. Even on 
this basis, however, the decline in the reserve over the full 
fifteen months amounts to no less than £127 million—from 
£552 million on March 31, 1948, to £425 million on June 30 
ast. 


In the current quarter, Britain will be feeling the effects of 
an expected cut in ERP ; the amount of this cut has not yet 
been determined, but it was originally expected to amount to 
about £75 million for the full year just beginning. Much will 
eventually depend on the extent of the demands of the ovet- 
seas sterling area and of other countries (such as Egypt) 
which are allotted quotas of hard currency from the 
pool ; but since Britain is unable to make cuts sufficiently 
rapidly to produce savings in the current quarter, it is un- 
likely that the overseas sterling area will be more successful, 
however wholeheartedly it may join the new drive for 
economy. For the immediate future, therefore, it seems 
that the drain on the reserves will be decided mainly by the 
course of dollar earnings by the sterling area as a whole. The 
Chancellor professed to be “hopeful” that exports to the 
United States will “ resume their upward tendency.” Most 


business men will be surprised if in the current quarter they 
do not fall further. 
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How Gas Turbines Work 


T the beginning of April the Minister of Supply, 
A “anxious that all possible steps should be taken to 
ensure that this country exploits to the full the industrial 
applications of the gas turbine,” set up the Industrial 
Gas Turbine Development Committee “to keep the matter 
under continuous review.” This action suggests that the 
Ministry shares to some extent the disquiet with which many 
technicians are watching the slow pace of development. 
There are differences of attitude between those responsible 
for research and those responsible for the practical application 
of gas turbine development. Many people aware of the fund 
of knowledge and experience which has accumulated since the 
first jet-engined aircraft flew in 1941 feel that industry is 
being too conservative in exploiting it ; they fear that Britain 
may lose its lead in gas turbine technology to countries quicker 
to take up the results of British research. Concentration on 
the specialised field of aero-engines has left many details 
fundamental to the industrial use of gas turbines still to be 
worked out. Some of these details are technical, some are 
economic ; in either case, 
they need to be settled 
before the practical work 
can go ahead. If indus- 
trial turbines were less 
slow and costly to build, 
and if there were better 
facilities for testing the 
efficiency of the compo- 
nents before assembly, 
such caution would be un- 
necessary. A firm’s lead- 
ing engineers may spend 
two or three years build- 
ing a turbine costing tens 
of thousands of pounds 
and still be unable to say, 
until the engine is actually operated, whether it will run to 
plan. There is no intermediate stage between blue-print 
and full-scale operation. 

The new committee will have to decide how far it will 
be necessary for the Government to place development 
contracts with firms and apply to the development of indus- 
trial gas turbines the same stimulus that it gave to jet engines 
during the war. Most of the gas turbines now being built 
have, in fact, been commissioned by public bodies. The 
British and Scottish electricity authorities, the Metropolitan 
Water Board, the railways, and the armed forces all have 
various plants on order. 


or otready in use 


* 


Similar differences of outlook may explain the reluctance 
with which some manufacturers accepted the contracts. To 
Maintain the country’s lead in gas turbine engineering, it 
18 Necessary to have plants actually operating under factory 
conditions and to show them to potential customers. Engi- 
neers know that the turbines they are building now will 
be technically out of date before they are delivered. If 
they are to make them to give trouble-free running for a 
Teasonable length of time, there should be no room for 
untried design. But the components and the materials of gas 
turbines operating under conditions which research indicates 


THE GAS TURBINE ENTERS INDUSTRY 


g This sign indicotes e@pplications of Ges Turbine Technology which ore projected, under construction, 





to give the highest efficiency are still so fallible that no plant 
can be at one and the same time reliable and the last word 
in technical design. 

As a power unit, the gas turbine is a logical development 
of the internal combustion engine, except that the inter- 
mittent and alternating cycle of air compression and combus- 
tion is replaced by a continuous process. Fuel is burnt in 
compressed air in a combustion chamber; the gases are 
then expanded in a turbine and provide the necessary power 
to drive the air compressor and do the work required. In a 
jet engine the external work is done by the thrust of the 
exhaust gases. In a simple type of turbine for industrial 
use the gases drive one turbine operating the compressor 
and a second delivering the useful power. Apart from con- 
tinuity of combustion, the great point of difference between 
a gas turbine and an internal combustion engine is that 
each stage of the cycle is carried out more or less inde- 
pendently of the others. In short, the air compressor, the 
combustion chamber, the turbine and—where it is used— 
the heat exchanger, are not 
integral parts of a single 
design, but separate pieces 
of equipment. They are, 
therefore, not limited to 
the arrangement described 
for a power unit, ,but 
some or all of them can 
be incorporated into an 
industrial plant, either to 
improve the efficiency of 
an existing process or to 
make a new process pos- 
sible. The opportunities 
for applying what can 
best be described as gas 
turbine technology in in- 
dustrial processes are wider and more varied than those for 
the complete power unit. The number of projected appli- 
cations increases so rapidly that it is doubtful whether the 
accompanying diagram includes them all. 


* 


A second type of gas turbine operates on a closed cycle, 
in contrast to the open cycle described above. The air is 
compressed in the same way, but its temperature is raised 
to around 600 deg. C. in an air heater. The compressed air 
does not enter the combustion chamber but is heated by the 
combustion process. The heated air which has driven 
the turbine is not expelled, but is cooled and recircu- 
lated through the compressor. Because the air which 
drives the turbine is never in contact with the combustion 
gases, the process of recirculation can be continued indefi- 
nitely, and the work load varied by raising or lowering the 
density of the air in the cycle. This gives the closed cycle 
plant the great advantage of operating at a constant efficiency 
(said to be 34 per cent) whatever the load. For the same 
reason the turbine blades are not in danger of erosion or 
corrosion from the products of combustion contained in the 
exhaust gases, and the difficulties of burning coarse fuels 
are removed. This variant of the gas turbine has been 
developed by the Swiss firm of Escher Wyss, but only one 
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British firm has adopted it—as the basis of designs for an 
electrical generator and a marine power unit. 

The gist of the argument against the closed cycle machine 
is that although the installation would be smaller than an 
open cycle turbine of equal power, the air heating appatatus 
is always large compared with the rest of the plant. As the 
horse-power is raised, this apparatus assumes unwieldy pro- 
portions and, further, it needs to be super-charged. Some 
engineers suggest that the only way to do this will be by 
adding an open cycle gas turbine for the purpose. There has 
never been the slightest compromise between the proponents 
of the open and closed cycle turbines, but neither side is 
likely to prove its case conclusively until both types have been 
operated under comparable conditions. 


* 


Full realisation of the possibilities of gas turbines is for 
the time being restrained by the physical limitations of 
materials and components under high temperatures. Thermal 
efficiency—that is, the relation of fuel input to power 
output—rises with each rise in operating temperatures. 
The combustion gases which drive the turbine rotors are 
produced at temperatures exceeding 1,200 deg. C. and must 
be cooled if the rotor disc and blades are to enjoy an economic 
operating life. What “economic operating life” means, 
however, is disputable. If it were to equal the life of the 
entire engine it would involve a serious brake on thermal 
efficiency. For the time being, top working temperatures 
are between 500 deg. and 600 deg. C., although test runs have 
been made in the United States at temperatures of 700 deg. C. 


In this country the turbine rotors are built of an alloy steel 
disc, or drum fitted with blades made from nickel chromium 
alloys known as the “Nimonic” series and developed 
by the Mond Nickel Company at the request of the Ministry 
of Supply. As a result of improvements made over the last 
ten years, the strength and heat-resisting property of blades 
has been increased by 150 deg. C. and is still rising, though 
it is a constant source of grief to designers that the newest 
nickel alloys are kept on the secret list for military use until 
superseded by later developments. 


In spite of steady improvements in alloy steels, the relative 
weakness of the disc is the most important single factor 
which limits operating temperatures. Air cooling of the 
disc is widely used in aero engines and is being incorporated 
in industrial machines—there are proved methods of water 
cooling both blade and disc. Metallurgists do not agree 
whether these methods are sufficiently effective to overcome 
all the difficulties, but one thing is clear—given a rotor disc 
of Nimonic alloy, engineers could raise temperatures by 
150 deg. C. and use the newest blading materials to the full 
limits of their properties. This is not yet possible. One 
aircraft turbine disc has been built up from sheets of the 
metal, but metallurgists would prefer to see the disc forged. 
While small forgings of aircraft size have been made, there 
appear to be serious obstacles to forging discs large enough 
for industrial plants (some weighing five tons). Instead, 
British metallurgists are exploring the possibility of alloying 
the heat-resisting steels of the disc with nickel (not necessarily 
Nimonic) to increase their heat resistance without losing 
their forgeability ; indeed, a steel of this type is already 
being used in certain aircraft engines. One Nimonic forging 
has been commissioned from the United States. 


wn 


The total efficiency of a gas turbine is in a peculiar degree 
dependent on the efficiency of its parts. The actual horse- 
power available for external work is only about one-third of 
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the total output of the turbine. The remaining two-thirds 
drive the air compressor. This is a constant factor ; if the 
compressor of a 9,000 horse-power turbine does not run to 
the efficiency specified, it will still need 6,000 horsepower to 
drive it, and the plant may not produce sufficient energy to 
drive the work turbine at all. 


British engineers are confident that the turbines they build 
will work to the efficiencies at present specified, but they are 
not satisfied that these efficiencies are as high as they could be, 
The method of fuel injection, the size and number of the 
combustion chambers, and the method of introducing the 
compressed air into them, all have a bearing on combustion 
efficiency. Turbine efficiency is affected by the shape and 
spacing of the blades. 


These are details, and failure to resolve them immediately 
will not slow down development. The efficiency of the 
compressor is more serious. The performance of other 
turbine components can be calculated mathematically, but 
compressors defy exact calculation except when they are 
kept within the narrow limits for which data exist. Their 
construction cannot be based on set formulz, and too much 
has to be left to the intuitive skill of the individual engineer, 
The axial flow compressors in general use have a specified 
efficiency of 85 per cent. At the National Gas Turbine 
Establishment of the Ministry of Supply, work on com- 
pressors has brought about a spectacular reduction in the 
number of compressor stages needed. 


* 


Given these limitations of materials and component 
efficiency, the thermal efficiency of the simplest form of open 
cycle gas turbine is calculated at 18 per cent. At the sacrifice 
of simplicity, thermal efficiency can be increased to 40 pet 
cent. Too much importance should not be attached to the 
concept of thermal efficiency, which is no more than a 
measurement of the proportion of that energy contained ia 
fuel which the plant succeeds in converting into power. It 
assumes prominence in the assessment of the economic value 
of gas turbines because, until plants have been built and 
operated, it remains the only common factor by which theit 
still hypothetical performance can be compared with the 
known performance of other power units. It is not, however, 


the only economic factor involved, and not always the 
decisive one. 


The efficiency of the open cycle turbine can be raised 
by using a heat exchanger to pre-heat the air going into the 
combustion chamber. The saving depends on the relation 
between the heat exchanger’s efficiency and its capital cost. 


On paper it is also a straightforward matter to increase the 
drive which the gases give to the second turbine by re- 
heating them at an intermediate stage. The addition of these 
conventional thermodynamic devices would give efficiencies 
of nearly 30 per cent at operating temperatures of 600 deg. C. 
To attain a comparable efficiency with a simple open cycle, 
an operating temperature of 1,000 deg. C. would be needed. 
In such ways as these, advantages in thermal efficiency can 
be secured, but at a cost: increased complexity of control, 
the introduction of supplementary equipment at the various 
stages of the turbine cycle, a bulkier apparatus and a higher 
initial outlay. This may be justified when thermal efficiency 
is the strongest factor in choice of power unit. An accurate 
assessment of such factors requires not only precise technical 
data, but operating experience as well. Until operating ex- 
perience is gained, the attempt to guide technical develop- 
ment on the right lines must be to some extent erratic. 
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Business Notes 


European Payments Agreement 


Final agreement on the genera] shape of the second version 
of the Intra-European Payments Scheme was reached in Paris 
last weck in the small hours of Friday morning. It should 
be added at once that the agreement in principle still cannot be 
translated into a detailed agreement embodying specific contri- 
butions and drawing rights to be exchanged between the parti- 
cipants. Congress has yet to approve the appropriation 
for the second year of the European Recovery Pro- 
gramme. This in itself has precluded any definite agreement 
on the amount of aid which ts to be interchanged within the 
group of ERP countries under the second version of the IEPS. 


As the long negotiations for the amendments of the scheme 
preceeded, it became clear that two basic problems thrust 
themselves into the forefront. The first was the problem of 
Britain's ebbing gold reserve, which appeared not directly but 
indirectly as the issue of transferability of drawing rights. 
The second was the exceptional position of Belgium as a 
creditor to other ERP countries to the extent of about twice 
the prespective size of its deficit with the western hemisphere. 
The problem of transferability was finally settled on the lines 
of the amendment origimalty proposed by the French Finance 
Minister, M. Petsche. This proposal began the process of 
winttling down the proportion of drawing rights that would 
be transterable within the group of ERP countries. M. 
Petsche had suggested 40 per cent. In the final outcome that 
percentage was reduced to 25. This first limitation on the 
transferability of drawing rights has been supplemented by 
an undertaking by Belgium that it will not have an effective 
surplus of more than $440 million with OEEC countries. This 
sets a mit of $40 milben to the amount of gold that can be 
lost by the other contributors under the scheme as a result of 
the wanster of drawing rights to Belgium. 


* * * 


The Belgian Problem 

Jo understand the manner in which the second limitation on 
tansfcrability will operate, the second problem, namely the 
special case of Belgium, must now be considered. The Belgian 
deficu with the western hemisphere has been fixed nominally 
at $200 million. The prospective Belgian surplus with its ERP 
colleagues promises to be $400 million, or $200 million in excess 
of the prospective western hemisphere deficit. That situation 
is merely an accentuation of the position which has obtained 
during tne past twelve months. In the first year of Marshall aid 
Bilgium’s contribution under IEPS was kept to a figure 
approximately equivalent to its direct aid from the United 
Siates but well below the amount of the surpluses it has run 
with other ERP countries. The difference between the two has 
for the most part been covered by gold payments to Belgium 
from its ERP colleagues made by virtue of existing Belgian 
Monclary agreements. 

In the second year of the Marshall plan the excess of 
Belgium’s surplus in Europe over its deficit with the 
western hemisphere is to be met partly by additional 
dollars, which will be provided as “ free ” and not “ conditional ” 
dollars, and partly by long-term credits which Belgium will 
#ramt to iis three debtors, France, the Netherlands and Great 
Biitain, in proportion to their deficits. The first $200 million 
of the Belgian surplus with other ERP countries will be 
Covered in tne normal course through conditional grants from 
ECA. Belgium will in fact hand over the whole of the grants 
Teceived in this way to its ERP partners. 

For the next $125 million of Belgium’s surplus in excess of 
the figure of $200 million, Belgium will receive $62} million 
in dollar grants and give $624 million in leans. For the next 
WS million excess Belgium will receive $50 million in doflar 


grants and will extend long-term credits of $25 million. 
Assuming, therefore, that Belgium’s surplus with ats ERP 
partners amounts to $400 million, which is a conservative 
estimate, $312} million of this will be covered by dollar grants 
and $874 million in long-term credits. The interest and repay- 
ment conditions for those credits will be the same as those 
charged for ERP loans, namely 2} per cent interest with capital 
repayment beginning 1953 and stretching over 25 years. As 
a result of transfer of drawing rights, Belgium may receive up 
to a further $40 million of conditional grants from the United 
States. This will be because under the new scheme conditional 
grants will in fact follow the drawing rights. The extent of 
the consequent loss of dollars on which other ERP countries 
had counted is, however, limited to a figure of $40 million 
since Belgium has undertaken to limit its effective surplus with 


other ERP countries to $440 millon. If the figure threatens | 


to exceed this, measures as yet unspecified will be taken. 


* * * 


New Trade Rules 


These general lines of agreement leave a great deal of 
precise drafting to be completed and if experience is any guide 
it is probable that issues of more than drafting character will 
emerge in the course of the negotiations that have yet to take 
place. It still remains to be decided whether the 25 per cent 
proportion of the drawing rights will be earmarked as a central 
pool to be competed for by the participating countries or 
whether the mechanism of bilateral agreements which has 
hitherto obtained will also apply to this proportion of the 
rights. The experts have also to discuss the special position 
of Switzerland, which is not yet a member in IEPS. In order 
to meet objections that the scheme might be worked unfairly 
and in a restrictionist manner, it will also be necessary te 
elaborate rules of commercial conduct and to set up machinery 
for submission of complaints about the abuse of drawing rights 
to OEEC. 


This agreement represents the kind of compromise that was 
always clearly indicated as offering escape from the impasse 
into which these difficult negotiations had drifted. The 
possible additional gold loss to Britain will be minimised and 
might indeed be more than neutralised by the stimulus to intro- 
European trade which the greater flexibility of the new scheme 
will provide. At the same time the severe limitations on trans- 
ferability will cause the new agreement to fall far short of 
the hopes of it that had been entertained by the United States 
and by a number of participating countries. The American 
proposals for convertibility of drawing rights were formally 
dropped in the last phases of these discussions. 

The British proposals for removing quantitative restrictions 
on intra-European trade have been formally approved by the 
Council of OEEC. Under these proposals the member 
countries are invited to abolish unilaterally quantitative import 
restrictions “as fully as their economic and financial positions 
permit.” This limitation reduces the whole of this part of 
the exercise to its true proportions of a face-saving device 
which is unlikely to impress anyone, whether within the group 
of participating countries or outside it. 


* * * 


Europe’s Recipes Examined 
Professor Dennis Robertson’s penetrating but all too rarely 


published commentaries on matters of current economic con- 
troversy are always welcome. His latest contribution, tho 
made in a lecture delivered in Brussels more than three iu 
ago (and now for the first time presented to an English 
audience, through the columns of Lloyds Bank Review) Is 
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particularly opportune. In the course of a detailed examina- 
tion of the programmes of the OEEC countries (as set out in 
the Interim Report published last January), he discharges some 
penetrating shafts at the project of European co-operation, 
and especially of “integration,” as at present conceived. After 
giving a warning against the easy-going assumption that 
Europe’s balance of payments difficulties are “ simply due to 
the war,” he emphasises the increasing difficulty for the 
industrial peoples of western Europe, however correct their 
monetary arrangements, “to earn from overseas the requisite 
fodder alike for their own fastidious stomachs and for their 
insatiable machines.” On the closely related question of the 
terms of trade, he remarks that “we ought perhaps to have 
foreseen the emergence of the revolutionary notion that some day 
1,000 million Asiatics would take it into their heads to expect 
to have enough to eat.” Even so, the terms of trade are still 
as favourable to Britain as in the 1920s and far more favourable 
than in 1913: “their further deterioration may have to be 
regarded not as a catastrophe but rather as an indication that 
our projected climb to solvency is really proceeding according 
to plan.” On the vexed question of integration of European 
economies, Professor Robertson deplores the tendency to 
exaggerate their “latent complementarities” and to ignore 
“their inevitable by-and-large competitiveness.” Plans which 
are supposed to be striving towards increased internationalism 
have, moreover, been given an autarkic slant by the dreams of 
ambitious technicians “ by whom the fact that a country could 
make or do such and such is too easily taken as proof that it 
ought to be making or doing it.” As examples of grandiose 
schemes which merit re-examination from this point of view, 
Professor Robertson instances England’s agricultural pro- 
gramme, France’s hope to set up as one of the granaries of the 
world, and the programmes for new European oil refineries. 
After gibing at the tendency to seek a means of integration 
by cartel agreements instead of by the forces of competition, 
Professor Robertson concludes “that the most that we can 
expect in this field from the young lady International Planning 
is that she will lend a lusty hand in strangling some of the more 


fantastic offspring of her elder sisters, the Several National 
Plans.” 


Finally, he is convinced that the right division of labour 
within Europe, or between Europe and the outside world, can- 
not be discovered while “manifestly false prices and false 
exchange rates” prevail. One of the difficulties about revalua- 
tion is that “a clever child will swallow the jam and spit out 
the pill.” By the pill is meant the real economies and sacri- 
fices which, in a free system, should result from the rise in 
domestic prices which devaluation involves. One means of 
tackling this particular problem is by piling up a Budget surplus. 
But, says Professor Robertson, if these surpluses have to be 


achieved by stupendous rates of taxation, they will not achieve 
the objective. 


Finance and Industry 
Government Expenditure Rising 


The Exchequer returns for the first quarter of the current 
financial year reveal a striking and rather ominous contrast 
with those for the first quarter of 1948-49. Instead of the 
“ above-line” surplus of £181 million achieved last year, there 
is this time a surplus of less than £3,000,000. Roughly four- 
fifths of this marked deterioration has been due to the perfor- 
mance of expenditure which, as the accompanying table shows, 
has risen by no less than £140 million. 


Since no details are given beyond the usual separation of con- 
solidated fund and supply services, it is impossible to know the 
precise sources of these heavy additional outgoings. But it is a 
fair presumption that a large part must arise from the National 
Health Service and an important, though smaller, part from the 
increased outlays on National Defence. The Health Service, 
it will be recalled, was not launched until early July last year, 


while the increase in defence expenditure did not occur until 
later in the summer. ° 


THE ECONOMIST, July 9, 1949 


But although these considerations may explain a large part 
of the heavy outgoings of the last three months, they clearly 
are not the whole explanation. The Government this week 
presented to an astonished Parliament supplementary 
estimates for £21 million—despite the Chancellor’s assertion, 
less than three months ago, that no supplementaries would be 
permitted except in special cases involving major changes ot 
policy. Most of this additional provision—including {£10 
million for war damage to British property in Burma and 
£6,000,000 arising from military operations in Malaya—is 





(£ Million 

Full Year First Quarter 
Actual Estimate 
1948-49 1949-50 1948-49 1949-50 


Ordinary revenue........ 4006-6 3,777°8 794-8 756°7 
Ordinary expenditure .... 3,152-8* 3,308-4 6135-8 753°9 


Sarnlee inn cccrksias 853°8* 469-4 181-0 2-8 


* Excluding sinking fund. 








essential expenditure ; but that description is nowadays applied 
almost indiscriminately to all expenditure. The effect of the 
steep rise in outgoings in the first quarter has been to leave the 
Government with very little latitude for the remaining nine 
months if the year’s estimates are not to be substantially 
exceeded. The Budget provided for a total “ above-line ” expen- 
diture of £308 million, an increase of £155 million on the actual 
expenditure (excluding sinking fund) of 1948-49; and all but 
£15 million of this additional provision seems already to have 
been bespoken. 


* * * 


An Overall Deficit 


The trend of revenue seems to be running closer to Budget 
estimates. Aggregate “above-line” receipts, at £757 million, 
are £38 million less than in the similar quarter of last year, 
whereas the Budget envisaged a decline by £229 million in 
the full year. To some extent, however, the true decline has 
probably been greater than the aggregate figures suggest, since 
special receipts (from surplus stores, trading services and 
miscellaneous receipts), which are expected to decline by 
nearly £200 million in the full year, have in the first quarter 
gained £16 million. It is hard, thus early in the year, to draw 
reliable conclusions about the trend of the important sources 
of direct taxation, but it may be noted that income tax, which 
was expected to gain £123 million in the twelve months, has 
lost £23 million in the first three months. Receipts from 
profits tax have not yet begun to reflect the turndown in the 
curve of business profits, and have actually been more than 
doubled in the quarter, at £49 million. The yield from EPT 
continues to fall, but these two items, taken together, have 
contributed during the quarter a net £5,000,000, compared with 
an expected decline of £39 million in the full year. The 
change in the business atmosphere, and especially the decline 
in beer consumption, are however plainly reflected in the per- 
formance of Customs and Excise. The yield of Customs, from 
which an extra £6,000,000 was anticipated in the Budget, has 
already dropped by nearly £12 million, while Excise receipts 
(expected to fall by £70 million) have so far fallen by £27 
million, 

The “below-line” position, taken as a whole, seems to be 
shaping roughly according to plan—even though net out- 
goings have risen from roughly £150 million to roughly £182 
million, whereas a decline of £27 million (to £518 million) 
is envisaged for the full year. This increase, however, is 
entirely due to the fact that the whole of the £62} million of 
war damage payments due to public utility undertakings was 
made in the first quarter of the year. The net effect, however, 
has been to leave the Exchequer with a heavy “ overall ” deficit— 
amounting to about £179 million—for the quarter, in contrast 
with an overall surplus of £21 million in the similar period of 
1948-49. For the full year, the Budget provided for an overall 
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surplus of £14 million, compared with a realised surplus of 
{£352 million in 1948-49. The “ above-line” surplus was ex- 
pected in the full year to decline from £831 million to £469 
million ; it has already fallen by half that amount. 


* x x 


Fiduciary Issue Raised 


In anticipation of the seasonal rise in the active note 
circulation, which normally reaches its peak in the first week 
of August, the fiduciary issue has been raised from £1,300 
million to £1,350 million, for a period of six months. Since 
the authority for the existing level required renewal this week, 
the opportunity has been taken to provide for the impending 
holiday needs. The last increase, also for seasonal pur- 
poses, occurred last Christmas ; it was for £25 million only, 
and was restricted to one month. Since the last week in 
January, when the note circulation reached its annual low 
point—rather earlier than is normal—the demand for notes 
has persisted almost without a break, aggregating £60.1 million 
by the date of this week’s return. In the corresponding period 
last year the expansion was only £29.8 million, or roughly 
the same as in 1947 ; but in 1946 it reached £44.5 million. But 
for the increase in the fiduciary issue, the further demand for 
notes before the August bank holiday peak—even if no larger 
than last year—would have exhausted the remaining reserve. 


NoTE ISSUE MOVEMENTS {mn. 


Year Summer 


Christmas { New Year First Week | 











“ Tigh” “ Low’ | in July “ High” 
Tiss Tm ePSTtY“DyFesterry 
1945-46.... | 1579-9 Dec, 26 | 1323-1 Feb. 20 1367:6 July 3 | 1391-0 Aug. 7 
| 1400) | 1400 1400 | 1400 
1946-47.... | 1428-2 Dec. 25 | 1371-1 Feb. 5] 1398-7 July 2! 1421-7 Aug. 6 
1450 1450 1450 1450 
1947-48.... | 1368-4 Dec. 24 | 1231-6 Feb. 25 | 1261-4 July 7 | 1288-3 Aug. 4 
| 1450 | 1350 | 1300 1300 
148-49... | 1296-4 Dec. 22 | 1224-5 Jan. 26 | 1284-6 July 6 
| 1325 | 1300 1350 
Note: The figures in italics give the level of the fiduciary issues at the time. 


The persistent demand for notes this year would not seem 
10 tally with the lower level of spending in most sectors of the 
economy. But the comparison with 1947-48 is distorted by 
influences which in the second half of 1947 caused a reflux of 
notes and obscured the effects of at least the early demands 
of the 1948 holiday season. Last year’s decline from the 
inflated figures of 1947, enabling the fiduciary issue to be 
lowered by stages from £1,450 million to £1,300 million, was 
caused primarily by the reflux of “ hot” notes on fears that 
a note exchange was planned. Evidently apprehensions of this 
kind led to a larger decline in the circulation than the level of 
money incomes and economic activity warrants. By the second 
half of 1948 the note circulation was already showing a 
tendency to rise in months when normally it declines. Yet, 
despite the sharp rise this year, it is still only £18 million above 
the distorted level of a year ago. 


* * * 


Steel Bill under Discussion 


A statistical measurement of the verbal expenditure by the 
House of Lords on the Steel Bill would, if compared with the 
€stimates which were in fact made towards the end of the 

proceedings, give only unimpressive results. But 
the ground covered has been very great. The improvement 
and clarification achieved may prove substantial. Discussions 
are now going on between the Government and the Opposition 
on the amendments which were withdrawn on Government 
offers of further consideration. The Government team in the 
Lords handled the committee proceedings belligerently at first, 
but with more reason and moderation in the later stages ; 
divisions therefore became rarer. 
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If the later spirit prevails in the private discussions, the Bill 
may show real benefit—and the constitutional issue between 
the Government and the Lords may be correspondingly eased— 
when the Bill returns for the Report stage on July 18th. The 
third reading follows on July 20th or 21st, and the Bill will 
then go back to the Commons where, it is to be supposed, the 
amendments whi¢h were carried against the Government 
—or the more important of them, at least—will be undone. 
The date of coming into operation of the Bill, the Iron and 
Stee] Prices Board, and the alternative basis of valuation for 
compensation are no doubt among these ; though it would be 
hard to dispute that the procedure for compensation is greatly 
improved as it now stands, 


Among the changes to be discussed, and on which it is 
reasonable to hope for compromise, is one which obliges the 
publicly-owned companies to restore land which they worked 
for iron ore. Another attempts to ensure that the Corporation 
will consult interested private companies before concluding its 
agreements for the settlement of labour questions. A third 
seeks to protect the iron and steel companies from the neces- 
sity of disclosing information (which may have a competitive 
value) about their subsidiaries, beyond what is necessary to 
ensure the lawful transfer of assets. The amendment, dis- 
cussed in a Note last week, to give the boards of publicly- 
owned companies a right of appeal to the Minister against 
instructions of the Corporation to which for technical or com- 
mercial reasons they might be opposed, was followed this week 
by another amendment to the same general purpose. This (also 
tabled by Lord Layton) would protect the publicly-owned com- 
panies against arbitrary changes in their articles of association 
which might affect the tenure or security of office of their 
directors. The intention—to enable the boards of the com- 
panies to take an independent line and back their own opinion 
with confidence—is clear, and it is unlikely that the Government 
can have a fundamental objection to it. The Government's 
doubts arise, as Lord Pakenham made clear, from a reluctance to 
define matters which it would rather leave to the general good 
sense. But good sense is fallible, and the Government might 
be well advised to accept definition. 


* * * 


New Payments Pact with Germany 


Payments under a new agreement between western 
Germany and the sterling area will in future be made in 
sterling ; hitherto all transactions have had to be settled in 
dollars. But so long as imports by the sterling area from 
western Germany continue to exceed sterling area exports 
the new agreement is likely to prove only a temporary means 
of stopping gold losses to the Trizone. The “gold point” 
has now been raised from {1,500,000 to £7,§00,000, settle- 
ments to be made monthly. The annual rate of gold losses 
to the Trizone may prove little short of £8,000,000 a year. 
In the absence of fairly drastic revision in the flow of trade 
between the two areas, further gold losses would thus seem 
difficult to avoid later this year. The new agreement grants 
at any rate a breathing space. Either side may, moreover, 
ask for a revision of the gold point (a provision which calls 
for explanation when the full text of the agreement is 
published). 


UnitTED KINGDOM TRADE WITH WESTERN GERMANY 





— rains a — 


(g thousand) 
4 Months 
1947 1948 1949 
Imports from Germany ........ 19,285 29,380 11,579 - 
Exports to Germany .......... 21,106 25,124 9,002 
Re-exports to Germany ........ 6,894 5,974 2,622 
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German account sterling, which was created earlier this 
year when the German central bank was first authorised to 
open sterling accounts in London, may now be transferred in 
certain cases to some of the transferable account countries. But 
perhaps the most important change arising out of the new 
agreement affects the liability of the United Kingdom to con- 
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tribute towards the cost of German food and raw material 
imports. It would appear that the United Kingdom is con- 
tracting out of this obligation, and is to allow in return 
increased drawing rights under the Intra-European Payments 
Scheme. Since the Trizone has not yet used the full amount 
of its existing drawing rights, the practical significance of this 
concession is not easy to assess. Indeed, it will be difficult 
to reach final conclusions on the new payments agreement 
until the Anglo-German Trade Agreement for the twelve 
months from July rst has been negotiated. The recent six 
months’ trade agreement expired on June 30th. Trade figures 
suggest that the hopes pinned on this agreement were not 
fulfilled, and that the Bizone has joined the ranks of those 
who find British exports too expensive. This can hardly 
occasion surprise, The traditional trade pattern between the 
two countries calls for exports of manufactures from Germany, 
and exports of raw materials and food from the sterling area. 
No wonder, then, that administrative attempts to distort this 
pattern are not proving wholly successful. Of course there 
is a case for some change in the pattern: Germany needs 
machinery and manufactures of most types in excess of its 
own present ability to produce, But there are also indica- 
tions that American exporters, in addition to the legitimate 
advantages they gain by offering lower prices, are on occasions 
favoured by administrative measures in Frankfurt. 


x * * 


Finland Devalues 


The decision of Finland to devalue the mark, announced 
this week, has come at a moment when it was bound to 
attract rather more attention than is justified by the immediate 
practical implications of that move. The new exchange rates 
are 646 Finnish marks to the £ and 160 to the dollar, and 
represent a fall of 17.7 per cent in the exchange value of the 
Finnish currency. The move has been made to restore 
equilibrium between Finnish export prices and those quoted 
by competing countries, notably Sweden. It is in Sweden 
that Finland’s initiative has been noted with the greatest 
interest. 

The devaluation of the Finnish mark will have no imme- 
diate effect on trade between Finland and Britain. The 
agreement negotiated between the two countries last January 
anticipated an approximate balance in payments during the 
current year, and up to date the flow of trade has gone 
approximately according to schedule. It was, however, 
apparent in the course of these discussions that Finland was 
asking for exceptionally high prices and was justifying them 
on the basis of the inflated wages, costs and price structure 
which has developed in Finland over the past two years. This 
devaluation should go some way to restore the disturbed 
equilibrium, although information from Finland suggests that 
it will not complete the process and that if the level of dollar 
prices continues to fal] a further bite may have to be taken 
at this cherry. Finland is not a member of the International 
Monetary Fund and was, therefore, in a position to take abso- 
lutely unrestricted initiative in devaluing its currency. 


* te * 
Holiday Dis-savings 


Poor though the performance of National Savings was in 
the financial year 1948-49, it has been even less impressive in 
the current year. In the latest week for which figures are 
available—the week to June 25—aggregate repayments ex- 
ceeded receipts by £3,907,000. This is the seventh successive 
week in which there has been a net dis-saving, and its trend 
has been sharply upwards—the latest loss is the largest since the 
seasonal demands of the last Christmas season. The cumulative 
figures, covering the first thirteen weeks of the financial year, 
now show a net outgoing of £5,568,000, in contrast with a net 
credit of £1;726,000 for the corresponding period last year. 
These official “ net ” figures, it will be recalled, take no account 
of the interest portion of the disbursement against encashed 
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savings certificates ; this has lately been costing more thay 
£500,000 a week. aa 
Even so, the deterioration compared with last year has'p 

resulted from Savings certificates. New subscriptions to these 
in the past thirteen weeks have been only a little less than jg 
1948, while encashments have fallen by £800,000. On Defenge 
Bonds, too, although purchases have declined, the net 

has improved slightly. Hence the whole deterioration ha 
occurred in savings deposits. New deposits-in Trustee Banks 
have risen from £65 million to £71 million, while withe 
drawals have risen by £5,000,000. New deposits in the Post 
Office, however, have declined from {91.4 million, to 
million, and withdrawals have risen from £95.6 million 
{101.6 million. This contrast between the experience 4 
the two varieties of deposit suggests that some sections of the 
public are still influenced by the widespread belief that money 
in the Trustee banks is not “lent to the Government.” ff 
seems probable that the increased withdrawals of the past 
few weeks reflect the effects of fine weather in inducing earlier 
holidays. But the general trend is undoubtedly yet another 
indication of the pervading pressure of the cost of living, 





* * * 


Standard Bank Capital Doubled 


Shareholders in the Standard Bank of South Africa are 
informed with the latest accounts that they will be asked to 
approve later this month a transfer of £2,500,000 from 
contingencies account to increase the paid-up capital to 
£5,000,000. The increase in capital is to be brought about by 
paying-up an additional £5 per share on the 500,000 £20 shares 
(making them £10 paid -up). This capital operation has been 
necessitated by the Union of South Africa Banking Act, 1942, 
which lays down a minimum relationship between a bank's 
liabilities in the Union and its capital and free reserves. For 
some years capital and free reserves of the Standard Bank have 
fallen short of the minimum proportion, and dispensation was 
given by the Reserve Bank for the utilisation of part of con- 
tingency reserves—{1,850,000 at the date of the latest balance 
sheet—to make up the sum required. 


The increase in capital will enable the bank to comply with 
the provisions of the Act “for some time to come.” This 
particular provision, Section 14 of the Act, lays down that 
liabilities of a bank operating in the Union to residents in the 
Union must be covered 100 per cent by assets held in the 
Union. Further, capital and free reserves must equal ten pet 
cent of liabilities in the Union after deducting cash holdings 
in the Union and also the par value of South African Govern- 
ment and approved municipal securities held. 


The increase in capital is to be made after a year of declining 
liabilities and assets. Deposits are down from £278 million to 
£243 million. Cash has declined sharply from {101 million 
to £34 million. But investments are £10 million up at £90 
million, bill discounts have risen by £7,000,000 to £16 million 
and advances by £10 million to £77 million. Nothing perhaps 
reflects changes in the South African economy better than this 
fairly drastic re-allocation and decline of the Standard Bank’s 
assets, Changes which have in no way impaired the bank's 
earning capacity—profit is up from £672,691 to £715,837. 


* * te 


Load Spreading at the Peak 


Mr Gaitskell’s statement in the supply debate on fuel and 
power in May made it clear (if there had been any doubt) that 
the gap between peak demand and electric power supply is 
likely to persist undiminished in the coming winter: 


We must expect an increase in demand each year of some- 
thing like 700 to 800 megawatts. I am afraid that we shall 
not be able to add on balance to our generating capacity more 
than this during the coming year. In other words, the addi- 
tional capacity that we instal this year will probably do no more 
than take carte of the increased demand, 
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COMPANY LIMITED 


The English Electric Company manufactures plant for the 
complete electrical equipment of steel works, including the 
production of generating, transforming and converting plant, 
drives for all classes of rolling mills, as well as auxiliaries, 
switchgear and control gear. 

The design and manufacture of this equipment are born of 
forty years’ experience in the application of electric power to 
the steel industrv. 


Extra Fewer 
BEHIND BRITAIN’S DRIVE 


THE ENGLISH ELECTRIC COMPANY LTD., QUEENS HOUSF, KINGSWAY, LONDON, W.C.2, 
Works: Stafford, Preston, Rugby, Bradford. Liverpool 


us) LIGHTING EVERY MATCH 


A hundred years ago Arthur Albright’s idea for making 
Amorphous Phosphorus on a commercial scale brought safety 
‘o workers in match factories, and gave the world its first 
safety match. Today Albright & Wilson’s match phosphorus 
| and Products light every match made in Britain and countless 
that millions of others all over the world. 
ly is 


~; | ALBRIGHT & WisoNn 


AMORPHOUS PHOSPHORUS PHOSPHORUS SESQUISULPHIDE 
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Security 


is the title of an informative book which describes and 
illustrates Chubb fire-resisting equipment designed for 
the protection of your office records. Photographs 
show how Chubb equipment protects vital documents 
in the severest fires. Also pictured is a wide range of 
interesting security installations in use today, all made 
by Chubb. A book to read and file for reference — 
WRITE FOR A COPY NOW. 


CHUBB & SON’S LOCK AND SAFE CO. LTD. 
Makers to the Bank of England agaceiaiaa 
40-42 OXFORD STREET, LONDON, W.1 Pa pew ona t 


SAVING MONEY- 
by throwing the post-book auay 


When a Neopost Franking Machine comes into the office 
the post-book goes out and there’s a look of relief on the 
face of the accountant. No more stamps to lose — because 
the Neopost prints its own. No more entries to check, 
because the Neopost keeps its own immaculate records! 
The Neopost gives complete security and speeds up the 
work of dealing with the post. It can show a real saving 
to any business which sends out even as few as 25 letters 
or parcels a day. Approved by the Postmaster-General. 
Send for particulars now. 
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Eliminate postage stamps - Post early in the day—the Neopost way 


RONEO-NEOPOST LTD. 
VICTORIA HOUSE - SOUTHAMPTON ROW - LONDON WCi 
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Even this sober estimate assumed a substantial increase this 
year in the amount of new plant commissioned. 

This being so, it follows that the last year’s arrangements for 
reducing peak industrial and commercial demand will, substan- 
tially, have to be retained next winter. The electricity sub- 
committee of the National Joint Advisory Council, which 
reported this week, advised that reductions of 20 per cent in 
industrial consumption at peak hours would again be necessary 
in December, January and February. It did, however, feel 
able to recommend that the full reduction need be applied for 
only two hours of the morning (8 to 10) instead of from 8 to 
noon ; from 10 to noon the reduction need be only 10 per cent. 
These cuts apply only to the five full working days of the week ; 
so does the afternoon cut, which will be 20 per cent between 
4 and 5.30 from December 1st until January 1§th, and which 
will thereafter be left to the discretion of the regional boards 
for industry. Detailed arrangements with industry are to be 
left to the regional boards, which will also make what arrange- 
ments they think fit for the “fringe” months of October, 
November, and March. Commercial consumers (shops, offices, 
hotels, cinemas) will have to make the same reductions as 
industry. Domestic users of electricity, together with small 
commercial users, will have to be “asked to economise,” and 
the sub-committee asks for better co-ordination of the various 
efforts at persuasion directed to the general public—which was 
“confused and irritated” last year by the conflicting state- 
ments of different authorities about peak hours, and by other 
anomalies. Even so, domestic consumption—so long as nothing 
more is attempted than an appeal to voluntary self-restraint— 
will be the Achilles heel of the whole scheme. 


* * * 


The Winter Su rcharge 


The sub-committee also indulged in some observations on 
the ineffectiveness of the attempt made last winter, following 
the Clow report, to reduce peak domestic demand by imposing 
a surcharge on consumption in the winter months, These 
observations are being widely taken to mean that the Clow 
experiment will not be repeated this winter. Whether this is 
correct or not (and it is probably correct) it is necessary that 
the reasons for the relative failure of the surcharge to achieve 
its purpose last winter should be better understood. The 
practical difficulties of applying the Clow surcharge were 
pointed out in The Economist at the time (July 31st and 
August 7, 1948). They were fully realised in the event. But 
it does not follow that the proposal was in itself a bad pro- 
posal, or that something of the kind may not need to be 
applied—and more resolutely—again. 


The Clow surcharge was introduced after a summer in which 
the general charges in a number of districts, where they had 
fallen behind costs, had been sharply increased to domestic 
consumers ; this aggravated its unpopularity with the electricity 
authorities as well as with consumers. It enjoyed at best the 
lukewarm support of the electricity supply industry, and in 
many districts not even that. To be effective, however, it 
needed lucid and timely explanation to the consumer, who 
had to understand the purpose of the scheme, the fact that 
he would regain in the rest of the year the extra money he 
paid in winter surcharge, and—above all—the exact dates on 
which, because of his place in the rota of meter readings, the 
surcharge would be applied to his own electricity bill. These 
conditions were not generally fulfilled. In the event, while 
some of the area electricity boards notified each consumer, in 
advance, of the exact application of the scheme to himself, 
others contented themselves with a general announcement in 
the local press that it would apply to the first meter reading 
after a certain date, together with a notification enclosed (too 
late) with the bill for the preceding quarter. Many consumers 
received no guidance on the particular forms which their 
co-operation in the scheme could, to advantage, take. There 
is little doubt that many people first appreciated what was 
going on when they received their surcharged bills ; they pro- 
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ceeded, as householders will, to economise fiercely on the 
next quarter, but by then the winter peak was gone. Singe 
the winter was in any case exceptionally mild, it was hard to 
tell what total effect the surcharge had. What if next winter ig 
not mild ? If the surcharge were repeated, with better explana. 
tion and more resolute handling, it might—since consumers 
have now one winter’s experience to help them to understand 7 
it—begin to be effective. And it would be a mistake to under ~ 
estimate the risk which has to be accepted if the attempt is 
abandoned. 


x * x 


No More Japanese Grey Cloth 


The announcement this week that imports of grey (cotton © 
or rayon) cloth from Japan have been suspended “for the 
present” draws attention to a serious weakness in the © 
overseas trading position of the cotton textile industry, 
Since the industry has been able to expand its export sales 
more rapidly than its production, it has relied in the past two © 
years increasingly on imported grey cloth, for finishing and re — 
export, to make up the deficiency of output. For a time Ger- 
many was the major source of these imports of unbleached 
piece-goods. Bur the Board of Trade announced last October 
that licences would be issued for imports from Japan, “for 


processing and re-export to certain specified markets”; and — 


since then Japan has overhauled and outstripped Germany as 
a supplier to the British finishing trade. In the first five ~~ 
months of this year 68.2 million square yards of unbleached © 


grey cloth were imported from Japan, at a cost of £3,600,000 | : 


and the rate has been rising ; the figures for May alone were 19.1 © 
million square yards and £976,000. “The Government has 
now decided that “further imports for re-export may involve 
the United Kingdom Government in a dollar commitment”= © 


which, since most of the re-exports go to sterling ara 7 


countries, it presumably does not feel to be justified. No more | 
import licences will be issued until the dollar question has | 
been “ clarified” by a new agreement between the sterling area | 
and the Allied Supreme Commander in Japan. 

Negotiations for a trade agreement for the trading year which 
has just begun (July Ist) are to start in Tokyo very shortly. | 
The agreement which has led to the present position was © 
announced in June last year. It envisaged sterling area put- 
chases from Japan of about $111 million in the year, and 
Japanese purchases from the sterling area—almost entirely raw 
materials, with salt, Australian raw wool, and Malayan rubber 
as prominent features—of about $94 million ; open account pur- 
chases and outstanding balances in favour of the sterling area 
would have made up the difference. But, while the sterling 
area has tended to exceed expectations in its purchases, Japanese 7 
imports from the sterling area have fallen below the estimates. 
Crude oil is probably the extreme example ; Japan was expected 
to take sterling oil to the value of $5,000,000, and has in fact 
taken none. The Supreme Commander has the right under “~ 
the agreement to convert into dollars any sterling “in excess "~ 
of the amount which he can reasonably expect to be able t0 7 
spend in the near future.” He waived the right in June, but 7” 
in another six months he might not waive it. Ee 


* * x 


Company News 
Anglo-Iranian Records 


If there is a single word to describe the Anglo-Iranian 
Oil Company’s report, it must surely be “fabulous.” Group 
trading profit reached £50.7 million, compared with a 
approximate figure of £36 million for 1947; the 1948 figute 
(which itself is struck after providing £17.7 million for deptt- 
ciation and exploration costs) is the highest yet achieved by the 
company. It is also, beyond much question, the highest eve 
achieved by any company. Out of the total, taxation absorbs 
£28.3 million, and £17 million is set aside to reserves. 
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Iha Fat I tats Shell-that was! 


On May 30th, 1949, in Belgium, a 3} litre Jaguar 


sports car travelled at 132.6 m.p.h.—a record 


The Shell Petrol and Motor Oil used were 


HOOVER ENTERPRISE 
BENEFITS ALL 


The Housewife 


In the manufacture of labour-saving 
equipment for the housewife, Hoover 
Ltd. hold a place that is second 
to none. No two domestic appliances 
are doing more to reduce arduous 
labour in the home than the 
world-famous Hoover Cleaner and 
the wonderful new Hoover Electric 
Washing Machine. 


HOOVER 


MERTHYR TYDFIL, SOUTH WALES 


Factories at: PERIVALE, MIDDLESEX 


The Industrialist 


Manufacturers of all types of industrial, 
agricultural, domestic and commercial 
appliances have created a large demand 
for Hoover products — Fractional 
Horse Power Motors, Shaded Pole 
Motors, Plastic Commutators and 
Switches. And new uses for Hoover 
equipment are being discovered all 
the time. 
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The Whole Nation 
Since British National prosperity 
depends on exports, the huge 
export trade Hoover have built 
up benefits the whole nation. 
Even before the War, Hoover had 
a large trade with many parts of the 
world, and today their Sterling exports 
are actually fifteen times the pre-war 
figure. 
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Such figures are bound to be open to the widest misiaterpre- 
tation by those who do not, or will not, understand the truce 
nature of profits. Dividends, of course, remain limited—no 
other outcome was conceivable with the Government as the 
largest shareholder—and the total distribution of 30 per 
cent on the ordinary stock in fact represents no more than 
3 per cent on the total capital employed in the business. Last 
year alone, indeed, the group spent £38 million on gross capital 
expenditure, a figure which comfortably exceeds the whole 
issued capital of the parent company and is nearly twice the 
amount of ordinary stock, Another £36 million of capital 
expenditure is now under contract for the group. To cite 
only one example of financial strength, the group’s tanker fleet 
of 121 ships totalling 1,430,000 deadweight tons, has a written- 
down value of no more than £3 ros. 6d. per dwt. 


In forty years, Anglo-Iranian has made prodigious stcides. 
In 1908, its output of crude was 897,000 tons, all derived from 
Iran; last year’s output reached a new record of 29,462,000 
tons, from Iran, Kuwait and Iraq, with a small output from the 
United Kingdom. Last year, the refineries processed 
24,350,000 tons of oil (in 1938 the throughput was a mere 
114 million tons) and refinery capacity at Abadan, in this 
country, France, Italy, and Belgium is still being increased. 
Haifa, so long shut down, represents an important addition to 
effective capacity whenever crude oil supplies can be restored. 
The existing pipeline from Iraq to Haifa could not be operated, 
nor could the new line be completed ; but the new pipeline to 
Tripoli should be in service before the end of this year. Port 
facilities and oil lines at Bandar Mashur and Abadan have been 
further extended. 


Two particular points remain of high interest to Anglo- 
Iranian stockholders. First, the discussions between the com- 
pany and the Iranian Government on a proposed basis of 
agreement await further exchanges of views. Sir William 
Fraser has promised to say more about the proposals at the 
earliest appropriate moment. Clearly, they involve questions 
of great delicacy, some of which are well known—tor example, 
the effect of dividend limitation on the Iranian Government's 
percentage share, which is linked to actual dividend payments 
and not directly to earnings. The Iranian Government have 
also suggested that the tonnage royalty rate specified in the 
1933 Concession Agreement should be increased. The second 
point is that the negotiations are taking place against a picbald 
background—the record 1948 results and the changing situation 
in world oil economics today. This can best be summarised 
by an extract from Sir William’s statement: “ The marked 
recession from the exceptional conditions which obtained in 
1948 is a clear warning that the overall position in the 
petroleum industry is changing and that profit margins of the 
1948 level should not be looked for in the current yeae.” 


x * * 


Caution from Courtaulds 


To an admirable set of Courtaulds accounts Me J. C. 
Hanbury-Williams adds a no less detailed and revealing chair- 
man’s statement. It is marked by a degree of caution and 
candour which stockholders of Courtaulds have come to 
expect. The company is in the middle of a big expansion 
programme ; its balance of profits for the year to last March, 
before deducting charges set out in the profit and Joss account, 
expanded from £6,432,245 to £7,955,804. But this was a year 
in which the company had the advantage of an unweakened 
sellers’ market; now there are signs that prices in export 
markets are falling ; and the chairman records his view that 
he does not expect that the company will be able to maintain 
the same profit level. In the home market, “ margins are rather 
meagre, taking into account the heavy provisions which, in 
our view, it is essential to make for maintenance of our 
productive capacity.” 

Some inkling of the weight of that task is to be found in the 
chairman’s estimate that assets standing im the balance sheet 
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(at prewar valuation with later additions at cost) just ‘below 
£38 million would cost £64 million to replace today. The 
increase in the initial allowance, as Mr Hanbury-Wiltiams 
recognises, is only an acceleration of allowances which would 
normally mature in later years. Therefore, the group has set 
aside from profits and reserves a total sum of £1,760,412 
towards meeting the increased cost of replacing fixed assets 
* attributable to the year’s operations.” 


Costs are increasing, and it was necessary to raise the price 
of rayon staple last year. Even so, rayon staple last April was 
8o per cent higher than in mid-1939, compared with about 
300 per cent for American cotton and 250 per cent for raw 
woul. Rayon filament yarn (excluding duty) has risen by 30 
to 40 per cent. Courtaulds plays an outstanding part in rayon 
export ; its own direct exports rose by “an appreciably greater 
percentage” than rayon exports as a whole—and these were 
40 per cent higher by value in 1948, compared with 1947. But 
Mec Hanbury-Williams notes that “the immediate outlook is 
somewhat cloudy.” There has been a distinct falling off ia 
exports business in the last few months, which has resulted, it 
seems, from accumulating stocks of raw materials and picce- 
goods. Buyers are paying more attention to value than they 
have done for some years ; their newly-found bargaining power, 
added to the increasing handicaps to export trade in the shape 
of import controls and currency restrictions, prompts the chair- 
man to estimate that the volume of exports “may for a time 
be a little smaller,” though he hopes that Courtaulds will 
increase its share of the total export trade which is done. He 
also envisages the possibility that turnover in the home trade 
may be affected adversely. Courtaulds, with its impressive 
reserves and its efficient plants, should be in as good a position 
as any major industrial concern to meet the difficulties of the 
buyer’s markets. The chairman does not attempt to disguise 
the fact that they are here. 


* x x 


P & O’s Building Policy 


At the meeting of P & O last week, the chairman, Sir 
William Crawford Curry, gave a valuable account of the 
group’s approach to the broad questions of present-day ship- 
ping economics—the costly provision of new tonnage, operating 
expenses and delays in ports. Sir William indicated that 
although by March 31st the cargo fleet had been more than 
restored to its prewar level with 245 ships of 1,192,000 gross 
registered tons, the passenger fleet had been restored to only 
two-thirds its prewar size. This difference marks, of course, the 
policy of P & O to operate a smaller but more speedy passenger 
fleet. When the present orders for 5 new passenger vessels 
and 21 cargo vessels have been executed under the war damage 
replacement programme, the group’s combined tonnage will 
in fact be only 150,000 gross tons less than in 1939. The 


P & O expect to complete this rebuilding programme withou 
raising new capital. 


Yet the group’s building commitments do not end there, 
for the problem of replacing obsolescent ships is a continuing 
one, and no fewer than 4o further vessels are on order. Sif 
William estimates that for a vessel built, say, for £300,000 in 
1928, P & O would have to meet a present replacement cost 
of £800,000—that is, some £500,000 more than the amouat of 
accumulated depreciation provisions over its twenty-one yeats’ 
life. Where, then, are the additional funds to come from? 
Under present circumstances, Sir William suggests, the wisest 
course is to get them from profits, though this can be done oaly 
after the tax gatherer has taken his moiety. No less than 
£1,531,749 for additional depreciation has in fact been provided 
from taxed profits of P & O in 1948-49, though the accountants 
are not satisfied that this is enough. Yet even with additional 
calls for funds being made for working capital, P & O give no 
indication of any intention to apply to the capital market. 
The chairman considers “that it would be most undesirable, 
if it can possibly be avoided, to have to resort to new capital 
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for the replacement of obsolescent ships.” The reserve for 
replacement of fleets and other fixed assets amounts to some 
£39 million ; the group’s cash assets are “just about equal” 
10 bringing fleets up to present day requirements and 
“enabling a start to be made” with replacement of obsolescent 
tonnage. 


P & O have made some revealing calculations on replace- 
ment costs in relation to the sharp rise in postwar operating 
expenses and the delays in ports. To obtain i4: same shipping 
services in 1948 as before the war, 150 ships would have been 
required to do the work of 105 vessels. To provide these 
services, total operating costs today would be £25 million 
compared with £7,000,000, while the cost of building the 150 
ships in 1948 would have been £80 million against £24 million 
for 107 vessels before the war. The present policy of con- 
centrating P & O’s services in faster and fewer ships would 
therefore appear prudent. 


* x * 


Burma War Compensation 


More than half of the supplementary civil estimate of 
£21,338,894 presented to Parliament this week is required for 
compensation to British interests which suffered damage on 
account of the war in Burma. The payments fall under two 
heads. The first is an award of £1,250,000, subject to adjust- 
ment under a Ministry of Transport (War Services) vote to the 
Irrawaddy Flotilla Company for the loss of ships and other 
war damage. Under an agreement made in 1942 the British 
Gevernment indemnified the company against war risks to its 
fleet and stocks of coal in Burma while it continued to operate 
there under the general direction and control of the Minister 
of Transport. This agreement was cancelled in 1945, but it 
was then understood that the Government of Burma had 
assumed the obligation under the 1942 agreement. The post- 
war years in Burma have yielded nothing towards the fulfil- 
ment of this indemnity and the British Government has now 
responded with an offer of £1,250,000 in line with its earlier 
undertakings. 


The destination of the £10 million earmarked for compen- 
sation for war damage in Burma is not precisely known. The 
sum will be restricted to meeting claims for damage incurred 
between December 8, 1941, and March 31, 1946, by British 
subjects domiciled in the United Kingdom or companies 
wherever registered which are mainly owned, managed, or 
controlled by British subjects domiciled here. One obvious 
and perhaps the biggest, beneficiary is likely to be the Burmah 
Oi] Company. The chairman, Sir Kenneth B. Harper, re- 
ferred to the imminence of the present ex gratia payment in 
his statement with the 1948 accounts, but he gave no indica- 
tion of the amount which the company expects to receive. In 


The Economist by Air 
direct to New Zealand 


From this week we are starting a direct Air Express 
Service to New Zealand. Copies are due to arrive 
in Auckland on the Friday after publication and 
will be posted to subscribers immediately. 


Air Express Subscription: £7 15s. a year 
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fact, the British Government has only a moral obligation to 
make any payment to Burmah Oil and other British interests 
arising from the denial of property to the Japanese. Meanwhile 
Burmah Oil has been tediously pursuing claims in the Burmese 
Courts for compensation against the Burmese Government for 
many months without a vestige of success. And Sir Kenneth 
is disposed to add in his statement “ that the Burmese Govern- 
ment have expressed their intention to take all possible steps 
open to them to avoid making any payments.” It is probable 
that any payment to Burmah Oi] from this source would be 
scaled down by the amount received from the British Govern- 
ment. 


Shorter Notes 


Talks with an Italian trade delegation are being held halfway 
through the current trade agreement which has six further 
months to run, for finding way of increasing sterling area 
exports to Italy. British exports to Italy are persistently below 
the target figures set. Exports in the first four months of 
1949 were £5,550,000 against imports of £11,071,000. The gap 
is narrowed by a sterling area surplus with Italy, but Italian 
sterling holdings still continue to rise and must by now be 
little short of £50 million. The talks aim at increasing British 
exports by some £6,000,000 in the next six months. Italy 
wants steel, machinery and coal, and Britain is mainly offering 
non-essentials. 


* 


Sir Alan Mount’s report on railway accidents in 1948 is his 
twenty-first and last, for he is shortly retiring from his position 
as Chief Inspecting Officer of Railways, though he will serve 
the Railway Executive on questions involving railway safety. 
His last report shows some improvement in railway safety last 
year. Casualties were fewer—367 killed against 447—and the 
number of train accidents was reduced from 1,388 to 1,293. 
Accidents attributable to failure of the human element, never- 
theless increased further, but there was a welcome reduction, 
though a small one, in accidents resulting from technical defects, 
which suggests that the overtaking of the more pressing arrears 
of maintenance on the railways is contributing to safer working. 


* 


Marshall, Sons, & Company, a leading manufacturer of 
agricultural machinery (including threshers, combine harvesters, 
and tractors among its products), announced its decision this 
week to cut its production programme severely. The firm 
has therefore reduced the number of its workers employed at 
Gainsborough, Sprotborough, and Leeds. Shortages of sterling 
in some Overseas markets are one of the reasons given for the 
contraction of trade, which has also been felt by other makers 
of tractors and agricultural machinery. 


x 


Negotiations to secure wheat from Russia appear to have 
reached an advanced stage, and the long-awaited trade agree- 
ment with Russia is thought to be nearing completion. 


* 


The chairman’s statement which accompanies the latest 
report of Richard Thomas and Baldwins declares that in spite 
of delays outside the company’s control, the new plant of Steel 
Company of Wales will be ready for operation within the period 
indicated in the prospectus—that is by 1952. Original estimates 
of cost have been exceeded, owing to rising prices and increased 
labour costs, but the board and management of Steel Company 
of Wales “are confident that economically the scheme wil] be 
a success.” 
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WIGGINS TEAPE AND COMPANY (1919), 
LIMITED 


INCREASED TURNOVER AT HOME 
EFFECT OF HIGHER COSTS 
MR L. W. FARROW’S STATEMENT 


The thirticth annual general meeting of 
Wiggins Teape and Company (1919), Limited, 
was held on June 30th at Winchester House, 
Oid Broad Street, London, E.C. Mr L. W. 
Farrow, C.B.E. (chairman of the company), 
presiding. 

The secretary (Mr W. Barnes) read the 
notice convening -he meeting and the report 
of the auditors. 

The following is the statement by the 
chairman which had been circulated with the 
report and accounts for the year ended 
January 1, 1949, and was taken as read : — 

It is with regret that I refer to the death 
of the Rt. Hon. The Viscount Portal of 
Laverstoke, who was chairman of the com- 
pany from 1930 to 1940 and subsequently its 
hon. president. Lord Portal’s services were 
of great value to this company and your board 
will miss the guidance and advice he was 
always ready to give. 

I also have to refer to the resignation from 
the board of Mr Peter W. Holden, which 
your directors have received with the greatest 
regret. Mr Holden has been a director of 
this company and its predecessor since 1895 
and was chairman from 1919 to 1925. It was 
due to his energy and foresight that this 
company commenced the manufacture of 
photographic base paper, which is now such 
a successful section of your company’s busi- 
ness. We shall all miss the benefit of his long 
experience in the paper industry and especially 
his valuable advice. 


REASONS FOR DECLINE IN TRADING PROFITS 


Despite an increase in the output from our 
mills of 8 per cent. and an increase in the 
volume of our merchant trade, the trading 
profits for 1948 showed a decline compared 
with those for 1947. However, the results 
must be comsidered satisfactory, as they 
constitute the second largest im the history 
of the company. The reasons for the decline 
are (a) the period covered by the accounts is 
one week less than 1947, (6) the increased 
amounts which have been spent on repairs 
and remewals, to which reference is made 
Tater, and (c) the increased operating costs as 
against which the maxinrum prices fixed by 
the Board of Trade have not been 
portionately adjusted. Im due course, the 
maximum prices should be adjusted to cover 
these increased costs, but the Board of Trade 
have refused to take into account the increase 
in wages negotiated with the unions last year. 
Our employers’ federation felt that the in- 
creases granted were justified, having regard 
to increases ——— im other industries, but 
so far has to convince the Board of 
Trade. 

During 1948, the control of our industry 
by the Board of Trade remained in force 
without any important change. However, in 
March of this year, the licensing system 
which controfied the distribution of paper, 
was, with few exceptions, discontinued. This 
relaxation ef comtrol was, of course, wel- 
comed by the paper trade. ‘Fhe licensing 
system under the controlled distribution had 
been im force for nearly mine years and cus- 
tomers had naturally built up as large stocks 
as they could accumulate. With ' 
more readily obtainable, they are now — 
down these stocks with a consequent lower 
demand for current deliveries from the mills. 


The supply of many raw materials and the 
prices of paper continue to be comtcolled by 
the Board of Trade. 


THE HOME TRADE 


With regard to our home trade, both the 
turnover of our own productions and that of 
merchanted paper, showed an increase during 
1948. 

Import restrictions imposed by many 
countries overseas showed no sign of relaxa- 
tion during 1948, m fact in several of these 
countries restrictions were tightened up. 
Notwithstanding this, the export of papers 
made by the group mills continued to expand, 
but the turnover of our oversea merchantng 
business showed some contraction, alihou 
it was the second largest in the history of the 
company. 

Our subsidiary company, Pirie, Appleton 
and Company, Limited, mamtained its turn- 
over of envelopes and manufactured stationery 
during 1948, thus equalling the record turn- 
over of 1947. The building of the two new 
factories m the Union of South Africa to 
which I referred last year, is now substantially 
completed and the installation of machinery 
will commence in the near future. An oppor- 
tunity occurred towards the end of 1948 of 
acquiring the bulk of the share capital of A. 
Armstrong and Company, Limited, of Dublin, 
and your directors sanctioned the purchase. 
That company is the largest manufacturer of 
envelopes and stationery in Eire and _ its 
acquisition, which cost £107,000, should 
prove a valuable asset to Pirie, Appleton and 
Company, Limited, who have been trading 
in Eire for a very long time. 


PROGRESS OF NEW PROJECES 


You wilt no doubt wish to know what 
progress is being made with the remaining 
new projects. 

(1) The alterations to the building at our 
Chartharn Mill and the installation of the 
mew plant and machinery, specially designed 
for making tracing paper, are nearing com- 
pletion and production will commence in the 
near future. 

(2) The buildings for the new mill at 
Wooburn Green, which will enable us to 
double the normal output of photographic 
base paper, are almost contpleted and the 
manufacture of the plant and machinery is 
well advanced. We hope that production at 
this new mill will commence early iy 1950. 

(3) The construction of the new mill in 
Souttt Wales, for the manufacture of tissue 
paper, is proceeding and it is hoped that the 
mull will be ready to commence production 
in the summer of 1950. 

During 1948, we continued to hold training 
courses for foremen and other employees. 
There is no question that these courses are 
much appreciated by those attending them 
and are of great benefit to the company. 


REPAIRS AND RENEWALS 


We have continued to carry out certain 
repairs and renewals to our mills and other 
Propertics during 1948 which had, of neces- 
sity, been postponed during the war period. 
The total cost of repairs and renewals for 1948 


amounted to the substantial figure of £ 590,37 & , 
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an increase of £130,613 om the 1947 figure, 
As in previous years, we have not charged 
any of the expenditure representing deferred 
repairs to the amounts set aside for that 
purpose during the war years. The com 
pletion of these deferred repairs should be 
effected by the end of 1951, but it is antici- 
pated it will be some time before a final 
agreement is arrived at with the imland 
revenue with regard to the allowances to be 
made against excess profits. However, it is 
certain that a substantial amount of excess 
profits tax will eventually become repayable, 

With regard to the accounts, considerable 
changes have had to be made in the form 
thereof owing to the provisions of the Com- 
panies Act, 1948. he main variation to 
which I should draw your attention is the 
treatment of depreciation. ‘The Companies 
Act, 1948, requires the directors to give con- 
sideration to the adequacy or otherwise of 
depreciation provided for im the accounts, 
Your Board have considered this question 
and have come to the conclusion that, having 
regard to the method of accounting which 
they have always adopted in writing off to 
Revenue the cost of renewals and replace- 
ments and to the fact that the mills have been 
kept in an up-to-date condition, the reserves 
for depreciation which had been created 
should no longer be treated as such. They 
have accordingly transferred these reserves to 
accounts described as “‘ Amounts set aside 
for obsolescence and renewals,” which appear 
on the liabilities side of the balance sheets, 
They will, of course, continue to charge 
similar amounts against revenue as they have 
done in the past. 


GROUP PROFITS 


The consolidated trading profits for the 
group for 1948 (which imclude the results of 
52 weeks compared with 53 weeks for 1947) 
before deducting the expenses enumeraicd, 
show a decrease of £202,847. 

I have already referred to the reasons for 
the reduced profits, which have occurred m 
spite of increased production and turnover. 
After allowing for repairs and renewals, 
pensions, amounts set aside for obsolescence 
and renewals, mcreases in specific revemuc 
reserves, etc., the profits before taxation 
amounted to £1,041,184, compared with 
£1,222,939. Fhe deductions for taxation, 
dividends of subsidiaries applicable to outside 
Shareholders and profits retained im sub- 
sidiary companies, etc., are lower by £152,329. 
After providing for interest om debentures 
and dividends on the Preference and Ordinary 
stocks, your directors have transferred the 
sum of £155,000 to the reserve account. 

Tt will be seen that your directors are 
recommending a final dividend of 54 per cent. 

of tax, making with the mterim divid 
2 total dividend of 7 cent., free of tax, 
on the Ordinary stock for 1948, being at the 
Same rate as was paid for 1947. 

Particulars of fixed assets, etc., and details 
of capital and revenue reserves are set out in 
schedules } and 2 respectively. 


THE REAL DIVIDEND 


I do not apologise for again referring to the 
relationship of the dividend we pay on the 
Ordinary stock to the equity book value of 
the Ordinary capital of the business. For 4 
long period, we have been img back 
profits into the business and to the reserves 
thus created must be added the transfers to 
the share premium account which have been 
made from time to time. The total of the 
Ordimary capital, reserve accounts, share 
premiums and specific reserves now amounts 
to the substantial figure of £6,470,255 which 
represents the book equity value of the 
Ordinary capital. It is mmportant to bear in 
mind that the gross Ordinary dividend for 
the year is equivalent only to 4.1 per cent. on 
the Ordinary capital the above reserves. 
I give below a table showing the relationship 


of the various items of cost, reserves 
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dividend to £1 of turnover for the year 
1948 :-— 


£ 3s d. 
1. Raw materials, purchases and 
stores... ose se 298 12 6} 
2. Wages, salaries, pensions and 
social services nd nae 3 7h 
3. Fuel and electric power 1 0} 
4. Rent, rates and expenses one 6} 
5. Carriage ees ove ose 4} 
18 13 
6. Direct taxation... one bas 11} 
7. Amounts set aside for obsoles- 
cence and renewals, and 
reserves vl eek sia 6 
8. Net payments to debenture and 
stockholders ... ee sue 5 
£1 0 O 


The consolidated balance sheet presents 
the financial position of our group of com- 
panies regarded as a single undertaking. It 
is now compulsory for companies to present 
consolidated balance sheets, although I would 
remind you that we have given this information 
voluntarily for many years past. 


CURRENT YEAR'S PROSPECT 


With regard to the prospects for the current 
year, sales of our high-grade papers show 
some diminution, both at home and in the 
overseas markets, and we are still suffering 
from increased costs without corresponding 
increases in the maximum prices of paper, to 
which | have referred earlier. I hope, how- 
ever, that maximum prices will be adjusted 
in the near future. 

We are preparing a brochure, for use in 
the overseas markets, containing photographs 
of the mills. Your directors have decided to 
reproduce these photographs for the infor- 
mation of stockholders. We have also 
appended two charts which show the organisa- 
tion of the group at home and abroad. 

In conclusion, I take this opportunity of 
thanking our employees, both at home and 
abroad, for their loyal work and co-operation 
during the past year. 

The report and accounts were unanimously 
adopted and the dividend as recommended 
was approved. 

The retiring director, Mr C. E. L. White- 
house, was re-elected ; and the remuneration 
of the auditors, Messrs Price, Waterhouse & 
Co., and Messrs Wade, Harrison & Co 
having been fixed, the 
ated with a vote of tha 
directors and staff. 


"> 
roceedings termin- 
s to the chairman, 





THE RHEOSTATIC 
COMPANY 


RECORD PROFIT 
EXPANSION OF OVERSEAS ACTIVITY 
MR M. J. GARTSIDE’S SPEECH 


The twelfth annual general meeting of the 
heostatic Company Limited was held on 
une 29 at the company’s office, Farnham 
oad, Slough, Mr M. J. Gartside (chair- 
man of the company) presiding. 

The secretary (Mr H. O. Weatherley) 
having read the notice convening the meet- 
ing and the report of the auditors, the chair- 
man said :— 

You will have seen from the directors’ 
Teport in your possession that the past year’s 
Profit is a record in. the history of your com- 
Panhy, amounting to £38,631, this after pro- 
viding £48,179 for taxation. The directors 

ve transferred an increased sum of £16,000 
t© general reserve and in view of the ex- 
tremely good result have created a dividend 
equalisation reserve of £6,000. Investment 
Teserve has been raised to £5,000 and it 1s 
recommended that as last year a final divi- 


dend be paid of 14 per cent., making a total 
of 20 per cent. for the year and leaving the 
carry-forward at a slightly higher figure. 


EFFECT OF GOVERNMENT RESTRICTIONS 


When I addressed this meeting a year 
ago I explained the effect of Government 
restrictions on the production of domestic 
electric appliances. Reduction in the com- 
pany’s output for the domestic market has 
had to be made, but this has been mainly 
since the date of the accounts, and is there- 
fore not reflected in the figures you have 
before you. The reduction has been partially 
counterbalanced by the demands for the 
wider range of “Satchwell” products re- 
cently developed which include modulating 
controls for air conditioning and central 
heating, gas safety controls and kindred 
devices. 

Furthermore, I am particularly pleased to 
report a considerable expansion in our over- 
seas activity; close liaison has been established 
with South America, Australia, New Zea- 
land and Svuuth Africa by my visits, while 
regular journeys are made by my co-directors 
to European countries. This has resulted in 
noticeably higher figures in the company’s 
export order book. 


PROGRESS OF FRENCH SUBSIDIARY 


Our subsidiary compeny in France, La 
Thermostatique, S.A., continues to progress 
and for the first time we show a consoli- 
dated balance-sheet in which their accounts 
are incorporated. 

During the year under review your com- 
pany acquired a fifty per cent. interest in 
its Swedish representative, A.B. Termostatik, 
at a cost of ££8,700, and this amount is in- 
cluded in trade investments. This investment 
has already led to an expansion of business 
there, and it is believed that this progress 
will be maintained. 

Contactor (Pry.), Limited, was formed 
as a South African company in 1947, 
your company originally being allotted 
shares to the value of £5,000 as a considera- 
tion for the grant of exclusive selling and 
manufacturing rights in Africa. These 
shares are shown as an asset under trade 
investments. Since the date of the accounts 
your company has acquired the controlling 
interest and the business resulting from this 
investment has been very beneficial. The 
manufacturing facilities created in South 
Africa place your company in a strong posi- 
tion to obtain a large share of the market 
there notwithstanding the import controls 
which have been imposed recently. 


DISPOSAL OF TRADE INVESTMENTS 


Since the date of the accounts the com- 
pany has disposed of one of its trade in- 
vestments, the object for which this invest- 
ment was made having now been achieved 
so far as is compatible with present-day 
restrictions. In the balamce-sheet the value 
of this investment has been written down to 
the amount subsequently realised. 

At the close of another year it is my 
pleasure to express on behalf of the Board 
our thanks to all the staff and workpeople 
both here and in our subsidiary and asso- 
ciated companies for theic efforts during the 
year, as without the co-operation and good- 
will which exists throughout the organisation 
the successful results would not have been 
achieved. I am sure shareholders will wish 
to join with me in this expression of appre- 
ciation. 

The report and accounts were unani- 
mously adopted, and the dividend, as re- 
commended, was approved. 

The retiring directors, Mr M. J. Gartside 
and Mr J. H. Stevens, were re-elected; and 
the remuneration of the auditors, Messrs. 
Hemsley Miller and Company, having been 
fixed, the proceedings te:minated. 
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SMITH’S POTATO CRISPS 
(1929) LIMITED 


SIR HERBERT MORGAN’S REVIEW 


The twentieth ordinary general meeting of 
Smith’s Potato Crisps (1929) Limited was 
held on July 6 in London. 


Sir Herbert E. Morgan, K.B.E., the 
chairman, in the course of his speech, said: 
You have no doubt studied the accounts with 
satisfaction. After full provision for depre- 
ciation and taxation the net profit of the 
company amounts to £81,236. Having regard 
to the larger provision which it has been 
necessary to make, in particular for taxation, 
I am sure you will agree that this is a satis- 
factory increase. 


This is the twentieth year of our great 
business as a public company, although 10 
years previously, as a private company, those 
solid foundations were laid on which we have 
been building ever since. Our founder, as 
you all know, was Frank Smith, who everyone 
is delighted to know is still directing the 
business with unabated energy and _ skill. 
We always used the best, we still use the 
best, and while there have been improve- 
ments in methods of manufacture from the 
introduction of labour-saving devices, our 
quality and our standards have never changed- 


This company is a striking example of 
successful individual enterprise, an enter- 
prise which has resulted in the employment 
of a large body of loyal, well-paid workers, 
an enthusiastic management, contented share- 
holders and satisfied customers. 


The food value of Smith’s Potato Crisps is 
universally recognised. The potatoes lose 
none of their real nourishment in our process, 
but, on the other hand, it is added to by the 
pure vegetable oil that is used in the cooking. 
Our crisps have from the point of view of 
the consumers and distributors the very 
great quality of being non-perishable. With 
proper care they can be kept in perfect 
condition for months and are an ideal article 
for the store cupboard, although at present 
the demand is so great that supplies reaching 
the public are immediately consumed. 


HIGHLY ORGANISED TRANSPORT 


To add to the efficiency of our service and 
supply of our potato crisps to every part of 
the country we have a highly organised 
transport section, consisting of some 200 
motor lorries, which operate from our various 
centres. This helps to ensure a regular 
delivery to our customers. The distributors 
of Smith’s Potato Crisps are counted in 
hundreds of thousands, as they include, 
besides the whole of the licensed victualling 
trade, grocers, confectioners, general stores, 
cafes and roadside places of refreshment. Our 
product is in continuous demand from every 
section of the community. The most ex- 
clusive hotels are eager for supplies. The 
highest class of individual grocer, the great 
multiple grocery and provision merchants 
supply our crisps, as well as the village shop. 


The demand is incessant, but, unfortu- 
nately, the supply for the public has for a 
long time been inadequate. We foresee a 
gradual improvement as raw material and 
labour become available. Shareholders will 
be glad to learn that our business for the 
current year is being maintained and, as 
usual, our order book is full and flowing over. 
Our factories and plant are capable of supply- 
ing these requirements; al] we lack are raw 
materials. 


The report was adopted. 





Pinna 
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RIO TINTO COMPANY, LIMITED 


INCREASED OUTPUT AND SALES 
LORD BESSBOROUGH ON THE OUTLOOK 


The seventy-sixth annual general meet- 
ing of the Rio Tinto Company, Limited, 
was held on June 30, in London. 

The Rt. Hon. The Earl of Bessborough, 
G.C.M.G., the chairman, in the course of 
his speech, said:— ae 

The profit carried to appropriation account 
for the year 1948 is £348,363, as compared 
with £358,711 for the year 1947, although 
net dividends and interest were higher at 
£299,463, as ‘against £270,706. 

The slight reduction in net profit is due 
to the lower trading profit, and this in 
turn is due firstly to the fact that any hopes 
of profits arising from your property in 
Spain being commensurate with its im- 
portance have not so far been realised, and 
secondly because on account of the rehabilita- 
tion programme, which the directors hope 
to be able to carry out, it has been decided 
that a policy of steady writing-off in the 
yearly accounts should now be pursued. The 
profit and loss balance of £48,900 for the 
year 1948 indicates, as stated in the report, 
a disappointing trading result, and your 
directors are making every possible endea- 
your to overcome the obstacles which, in 
present circumstances, prevent the company 
obtaining a reasonable return on its invest- 
ment in Spain. ; 

Income from investments continued at a 
satisfactory level, and it is from this source 
and from this source only that the directors 
have been able to recommend an ordinary 
dividend. 


BALANCE SHEET FIGURES 


Turning now to the balance sheet, you 
will have noticed an amount of £350,000 
under general reserve, which is the amount 
added to reserve corresponding to the 
£350,000 put back to mineral im opencasts. 
In this way a clearer picture of the position 
of the opencast working is given. I should 
perhaps explain that the Atalaya opencast, 
the only one now remaining of any impor- 
tance to pyrites production, is simply an 
enormous hole. The deeper we have to 
go to extract mineral, the more, in order 
to ensure safety in working, the sides have 
to be stepped back by removal of over- 
burden. t is obvious that the stepping 
back should, if possible, be kept well ahead 
of extraction; how far ahead depends upon 
the probable demand for pyrites from the 
opencast in the near future and upon the 
estimated remaining length of life of the 
opencast. 

Of late years it has not been possible 
to keep as far ahead of extracticn as would 
normally have been the case and the direc- 
tors have brought in a provision of £352,529 
which will be used in relief of whai we 
expect will be a larger than usual cost of 
removal of overburden over the next few 
years, if the necessary plant is able to be 
imported and labour and fuel are available 
for this work. 

The balance on revenue appropriation 
account as shown in the balance sheet at 
December 31, 1947, was £1,046,719, but 
after deducting dividends then recommended, 
to bring the figures into line with 1948 
figures, was £854,376, compared with 
£945,551 at December 31, 1948. 

On the assets side of the balance sheet 
the set-out of fixed assets is altered to 
comply with the new Act. The item 
“stocks and stores” shows a considerable 
increase which reflects higher prices and 
larger physical stocks, the latter in turn 
being hiable 10 excessive variation at any 
time depending upon the uncertainties of 
the receipt of import permits. The directors 


anticipate that stocks of stores will neces- 
sarily remain high until we have overtaken 
the substantial arrears of maintenance 
work (particularly as regards the railway 
system, including wagons and locomotives), 
much of which work is undertaken in the 
company’s own workshops. 

The market value of quoted investments, 
£7,671,608, at December 31, 1948, preceded 
the considerable fall that has taken place in 
recent months and compared with £6,760,904 
at December 31, 1947. 


POSITION IN SPAIN 


Notwithstanding an appreciable increase 
in the output and sales of pyrites during 
the year, the result from the company’s 
Spanish operations has been disappoint-ng. 
This was due to a variety of factors. Dur- 
ing the year there was a substantial increase 
in wages which for a pericd brought pro- 
duction costs above both domestic and 
export sales pres. Negotiations were 
immediately opened with the Spanish 
authorities for an increase in the domestic 
prices of copper, sulphur and pyrites and 
for an export premium, or special exchange 
rate, for pyrites exports. Some four months 
after the wage increases were announced 
the company was granted new domestic 
prices, but owing to the delay it had, in the 
meantime, suffered losses which proved 
irrecoverable. 

So far as the future is concerned, the 
possibility of further increases in production 
costs must be envisaged. Unless the 
Government measures, when taken to offset 
rising costs, include the provision of a 
margin which will cover the first impact of 
any further increases, the prospects of the 
company being able to earn, even in times 
of good trade, a reasonable return on its 
capital invested in Spain are not promising. 


DIVIDEND 


Notwithstanding the fact that the amount 
of the profits arising from Spain during 1948 
is unsatisfactory, the directors have decided 
in view of our investment income to recom- 
mend the payment of a dividend on the 
ordinary shares in respect of the year 1948 
at the rate of 10 per cent., free of tax. This 
dividend is indeed more than covered by 
the dividends received from the company’s 
Rhodesian and other non-Spanish invest- 


‘ments. 


The Rhodesian dividends in particular 
were larger during 1948 than during 1947 
and the directors are of opinion that the 
major part of this increased revenue should 
be passed on to the company’s shareholders. 

The report was adopted. 


ALTERATION OF ARTICLES 


The Rt. Hon. The Earl of Bessborough 
then said: I now have to propose that the 
following be passed as a special resolution : — 
_“ That the company’s articles of associa- 
tion be amended by deleting article No. 129 
and substituting the following :— 

“*129. The board shall provide in such 
manner as they shall from time to time 
think fit for issuing fresh coupons in respect 
of share warrants when the coupons attached 
thereto shall be exhausted and in particular 
may provide for the issue of fresh coupons 
in exchange for a talon without the produc- 
tion of the relative share warrant or other 
proof of title.”” 

Sit Mark Turner seconded the resolution 
and it was carried unanimously. 

The proceedings then terminated. 
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RICHARD THOMAS AND 
BALDWINS, LIMITED 


SATISFACTORY RESULTS 


The annual general meeting of Richard 
Thomas & Baldwins, Limited, will be held 
in London on July 28th. 

The following is an extract from the circu- 
lated statement of the chairman, Mr Ernest 
H. Lever :— 

The year has not been an easy one. Shor- 
tages of raw materials and labour have again 
affected outputs. Nevertheless, the company 
has again played its full part in the attainment 
of the record production figures of the iron 
and steel industry and the fimancial results 
give every ground for satisfaction. Pro- 
duction in our light alloy and fabricating 
section has had to be curtailed owing to 
falling off of orders. The profit and loss 
account of the group shows that the balance 
of the trading accounts was less than the 
corresponding figure for the previous year. 
The difference is partly due to the fact that 
this year’s accounts cover 52 weeks instead 
of 53 weeks last year, but is to a larger exteat 
due to changes in items of a fortuitous 
character. 

Substantial progress has been made in 


catrying out the development programme of 
the Steel Company of Wales. 


There are indications that the sellers’ 
market is approaching its end and the struggle 
to secure and retain export markets is there- 
fore likely to be even keener and more difficult 
than it has been in the past. Countries such 
as South Africa and the Argentine are now 
severely restricting their imports and, although 
the demand from practically all countries for 
iron and steel products places our cwa 
particular business in a better position thaa 
other industries, it is reasonable to assume 
that we in our turn will feel the repercussions 
of restricted trading. 


TRON AND STEEL BILL 


In March of this year your directors decided 
to circulate to every shareholder and employee 
a pamphlet which contained the considered 
views of your directors upon the merits of the 
= contained in the Iron and Steel Bill. 

‘hether or not the proposals come into 
practical effect will depend upon the verdict 
of the people of this country at the next 
general election. 


This business was founded in 1884 and the 
continuity of initiative and progress has 
created assets worth well over £ 35,000,000. 

If the Iron and Steel Bill comes into 
effective operation all this will be taken away 
in exchange for compensation, which from 
any standard of equity is inadequate. Indeed, 
expediency and not justice seems to have been 
the principle actuating those who framed the 
clauses of compensation contained in the Bill 
This being so, it is not only stockholders aad 
property owners who ought to study these 
clauses ; en, may find new in 
S| principles i applied to if 
affairs before very long. “If expediency is 
become a rule of Government, all security 
will depart from society and no man will be 
safe cither in the enjoyment of the little 
personal property left to him or in his avo- 


by three 
generations of workers by hand and brain, 
and by finance provided through the ordinary 
channels of investment, will be a fasting 
credit to all who have been associated with «€ 
and an ou _ example of what private 


enterprise can 
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PEASE AND PARTNERS, LIMITED 


IMPROVED RESULTS 
MR ANDREW WHYTE’S STATEMENT 


The annual general meeting of Pease and 
Partners, Limited, was held on June 30th in 
London, Mr Andrew Whyte, chairman and 
m maging director, presiding. 

The following is an extract from his 
statement, circulated with the report and 
accounts for the year to March 31, 1949 :— 

The profit and loss account shows improved 
results compared with a year ago. These 
have been derived mainly from the operation 
of the foundries and the blast furnaces at 
Middlesbrough, which have continued to 
produce to the maximum capacity having 
regard to labour and raw materials available. 
They have maintained in a satisfactory manner 
the high standard of quality built up over 
many years of successful trading. 


SUBSIDIARIES’ PROFITS 


All subsidiary companies made profits 
during the year and, with certain unimportant 
exceptions, contributed to the parent company 
earnings by way of dividends. The com- 
panies operating the Normanby blast furnaces 
and Lingdale ironstone mines are listed for 
nationalisation under the Iron and Steel Bill, 
and in their case dividends were limited to 
4 per cent. in accordance with the terms of 
the Bill. The Skinningrove Iron Company, 
Limited, which, as announced last year, is no 
longer a subsidiary company but in which 
your company holds a very substantial interest 
(now included in the balance sheets in trade 
investments), paid dividends during the year 
in respect cf both classes of its share capital. 
The Skinningrove Company is also listed for 
nationalisation. 

There is included in the earnings £240,855 
in respect of the second and final instalment 
of interim income allowed to the parent 
company and its coal subsidiaries in accord- 
ance with the terms of the Coal Industry 
Nationalisation Act, 1946. From January 1, 
1949, interest at rates to be determined later 
will accrue on the amounts of compensation 
to be received ultimately in settlement for the 
assets which were taken over by the National 
Coal Board on January 1, 1947, but, having 
regard to the progress so far made in the 
assessment of compensation, will not be 
ascertainable for a very considerable period 
to come and this interest will not meanwhile 
be available for distribution as dividend year 
by year. In view of the hardship thus suffered 
by shareholders in companies formerly in- 
terested in the coal industry very strong 
representations have been made to the Ministry 
of Fuel and Power for a continuance of interim 
mMcome in lieu of this interest or for some 
other equitable arrangement pending the 
receipt of full compensation for the assets 
taken from the companies concerned. Parlia- 
ment was advised early in April that the 

er was considering the possibilities. It 


is impossible to forecast the outcome of such 
consideration. 


COAL INDUSTRY NATIONALISATION— 
COMPENSATION PROCEEDINGS 


It will be remembered that a national global 
sum of £164,660,000 was awarded in August, 
1946, as compensation for all colliery assets 
to be transferred to the National Coal Board. 
To this sum there is to be added the value 

the various ancillary assets—coke ovens, 
by-product works and other Properties not 
meluded in the global sum referred to. It 
Ws not until February, 1949, that the second 
Stage in the long-drawn-out procedure for 
ong former owners was reached by 

allocation of the ge sum to the ey 
districts into which industry was divid 


Your companies are interested in the Durham 
and Yorkshire awards, which were £ 13,005,000 
and £35,701,000 respectively, representing in 
each case approximately 74 per cent. of the 
sums claimed by the districts, as compared 
with the average award of 61 per cent. of all 
district claims. 

The third stage in the proceedings has 
made very slow progress. District Valuation 
Boards have now been appointed but cannot 
proceed to make valuations until they have 
been supplied by the Minister with com- 
pensation units comprising detailed particulars 
of each owner’s transferred assets. The back- 
ground for these compensation units is the 
various statements of particulars of assets 
supplied by the owners to the Ministry 
early in 1947. It would appear that 
all those responsible for the procedure of 
compensation failed to appreciate the volume 
and complexity of the work involved. Having 
regard to the elaborate provisions for dealing 
with the claims of the various parties con- 
cerned, together with the possibility of 
numerous appeals to Referees in event of 
disagreement with the findings of the District 
Valuation Boards, a very long time must 
elapse before the third stage is completed 
and the compensation received. Share- 
holders of the companies concerned may well 
feel aggrieved at the delay, which is by no 
means the fault of their representatives and 
serves to emphasise the unfairness of the 
discontinuance of interim income at December 
31, 1948, and the reasonableness of the 
owners’ claims for some equitable arrange- 
ment for payment of annual interest until the 
proceedings are completed. 


NATIONALISATION OF IRON AND STEEL 


The Bill designed to nationalise the industry 
is now before Parliament and provides for the 
passing into public ownership of the com- 
panies concerned on May 1, 1950, or such 
later date (not later than 18 months from the 
passing of the Act) as the Minister of Supply 
may decide. Your company is di ly con- 
cerned as regards its two subsidiaries engaged 
in ironstone mining (Pease and Partners 
Lingdale Ironstone Mines, Limited) and the 
eager of pig-iron (Pease and Partners 

ormanby Iron Works, Limited). Its in- 
vestment in the Skinningrove Iron Company, 
Limited, is also affected. 


REDUCTION OF CAPITAL 


Shareholders were advised a year ago that 
the Board would put before them proposals 
for a return of capital if it was found to be 
advisable and practicable to do so. In view 
of the time which must inevitably elapse 
before the receipt of compensation and the 
diminution of the earnings of the company 
in the meantime, it appears to the Board that 
it will be in the best interests of all concerned 
if a large proportion of the surplus funds now 
held by the company and its non-operating 
mubeishonies is returned » i. emer. 

n the preparation o ro $ 
directors eo in fortunate oo — the 
advice and assistance of Mr J. Frater Taylor, 
formerly chairman of the company, who was 
largely responsible for carrying out the 
successful reorganisation of the undertaking 
in 1932 and for its return to prosperity there- 
after. Your directors are of the opinion that 
the proposals are reasonable and fair as 
between the two classes of shareholders and 
that they merit the approval and support of 
all sae ee alli 

i report was iene 

At a subsequent extraordinary general 
meeting the proposed return of capital was 
approved. 
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SPEAR AND JACKSON, 
LIMITED 


A SATISFACTORY RESULT 
MR A. K. WILSON’S STATEMENT 


The forty-fourth ordinary general meeting 
of Spear and Jackson, Limited, was held, on 
July 7th, at the Staff dining-room, Aetna 
Works, Savile Street East, Sheffield, Mr A. K. 
Wilson, the chairman and managing director, 
presiding. 

The following is an extract from his circu- 
lated statement :— 


ACCOUNTS 


The accounts have been prepared in 
accordance with the provisions of the Com- 
panies Act, 1948. As stated in the direc- 
tors’ report, owing to the changes in the 
form of the accounts, it has not been found 
practicable to print comparative figures this 
year, but future years’ accounts will show 
comparative figures. 


THE PROFIT AND LOSS ACCOUNT 


This has been presented in the form of a 
consolidated account covering the profits of 
the company and its subsidiaries. The profit 
and loss (appropriation) account which fol- 
lows is that of Spear and Jackson, Limited, 
only, and shows the available profits of the 
company and the directors’ appropriations 
and recommendations in regard thereto. A 
detailed statement of these appears in the 
directors’ report. Amongst them you will 
notice am appropriation of £25,000 to a 
“ special reserve against the increase in cost 
of replacement of fixed assets.” As you are 
no doubt aware, the present-day cost of re- 
placing items of plant, etc., bought even in 
recent years, is considerably in excess of the 
original cost. Wear and tear allowances for 
taxation purposes are totally inadequate in 
this connection, as they are restricted to the 
allowance of tax on an amount equal to the 
original monetary cost of the plant, etc. 
Furthermore, profits are subject not only to 
income tax at 9s. in the £, but also to profits 
tax. The result of all this is that profits 
which might otherwise accumulate and be- 
come available for meeting increased costs 
of replacement are seriously diminished. 
Your directors view this matter very seri- 
ously, and, as there does not appear to be 
any prospect of a material improvement of 
the situation in the near future, felt that a 
substantial amount should be set aside this 
year as the nucleus of a fund to meet such 
enhanced costs as and when they arise. 

The contribution to general reserve has 
been increased to £15,000, which, with the 
£5,000 added last year, raises the fund to 
£70,000. 

In recommending that the dividend for 
the year on the ordinary shares shall again 
be at the rate of 15 per cent., less tax, your 
directors are honouring the request of the 
Chancellor of the Exchequer for the con- 
tinuation of voluntary limitation of dividends. 
The directors’ report shows a balance to be 
carried forward of £25,243, against £24,329 
for the year 1947. 


BALANCE SHEETS 


Spear and Jackson, Limited —Amongst the 
assets, items of interest are: — 

Investments.—In my statement 12 months 
ago, I referred to the interest your company 
had taken in two South African companies. 

One of these pat as I said then, 
was already well establis and had shown 
consistently good profits for a number of 
years. These have been maintained during 
the past year, 

The other, which is an associated company 
of ours, is in eerrcen on a modest sc 
but a good has still to be achieve 
before it is in full production, 
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Subsidiaries.—Our subsidiaries at Van- 
couver in Canada, and at Eugene in the 
U.S.A., have also done well. Their tota! 
net profit, after providing for taxation, was 
£14,679, of which £12,233 is attributable 
to shares held by Spear and Jackson, 
Limited. 

Current assets rotal £528,546, which com- 
pares with current and deferred liabilities 
and the special reserve for increased cost 
of replacements of £353,271. 

Turning to the liabilities side, you will 
find a regrouping of items acccmpanied by 
more detail. Reference has already been 
made to the general and special reserves and 
to current and deferred liabilities, and in 
view of the details given on the balance 
sheet there is little or nothing I can usefully 
add. 

The consolidated balance sheet shows the 
position of the group as a whole. 


GENERAL 


The year 1948 has certainly been less 
exacting than 1947 as regards producticn 
difficulties, although there is still a sca‘city 
of skilled labour. While inquiries from 
overseas are not as numerous as in the years 
immediately following the end of the late war 
the demand for our products is very satis- 
factory and the demand from our home 
customers is aS great as ever. 

Research is continually being carried out 
at the works, and every opportunity is taken 
to keep our plant up to date and in the 
highest state of efficiency. 

The relations between the management 
and the workers still continue good and I 
once again, in all sincerity, express the 
board’s appreciation to the company’s man- 
agement, staff and employees for their efforts 
and co-operation during the past year, and 
congratulate them on the results achieved. 

The report and accounts were unanimously 
adopted. 


TELEPHONE MANUFAC- 
TURING COMPANY, 
LIMITED 
ANOTHER SUCCESSFUL YEAR 


The nineteenth annual general meeting 
of this company was held on July 4, in 


London, Mr Fred T. Jackson, O.B.E., 
Comp.LE.E. (chairman and managing 
director), presiding. 


The following is an extract from his 
circulated statement: The company has had 
another successful year. We have been 
successful in developing our export trade 
to quite a considerable extent. During the 
year under review our export orders 
amounted to 55.5 per cent. of the total orders 
received and in the first three months of 
the current year rose to 79 per cent. of 
orders received. This can be regarded as 
very satisfactory, for in previous years our 
principal customer has been the British 
Post Office, but the Government’s policy is 
one of curtailment ‘of capital expenditure 
regardless of the fact that to carry on a 
large and increasing export business a sub- 
stantial home trade is essential. 

The state of our order book is good, but 
I should like to see more business in the 
offing to cover the next two years, which 
I feel will be a very critical period. Yet 
without entering the realms of prophecy, I 
am able to assure you that 1949 results will 
not be unsatisfactory. I should specially 
mention the steady expansion in sales on 
the Carpenter High Speed Polarised Relay. 
The success of this has been phenomenal 
and has certainly justified our belief in its 
future. During the year under review we 
have cantinued to devote a great deal of 
attention to research and development work. 

The report was adopted and new Articles 
of Association were approved. 
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AMALGAMATED PRESS, LIMITED 


PROPOSED BONUS SHARE ISSUE 


The twenty-second annual meeting of the 
Amalgamated Press, Limited, will be held on 
July 27th. 

The following is an extract from the circu- 
lated statement of the chairman, Viscount 
Camrose : — 

This consolidated account gives the total 
profit of all the companies in the group, in- 
cluding, of course, the parent company itself, 
at £3,446,133. From this figure there is 
deducted first the tax liability, which comes 
to £1,811,468, and secondly the amount of 
profit which goes to shareholders other than 
the Amalgamated Press 


You then have left £1,431,239, being the 
net profit for the whole group. Of this sum 
we have retained in the subsidiary companies 
£548,994. The balance remaining, namely, 
£382,245, is brought into the accounts of the 
parent company to be dealt with as the net 
profit for the year. This is after paying 
debenture interest of £122,919 gross in the 
group (including £60,194 gross paid by the 
parent company). 


After payment of our dividends there 
remains our of the year’s profits {563,795 to 
be added to our reserves. The balance is 
again so large that, as last year, we shoud 
have felt compelled, in the ordinary way of 
commerce, to give the venture capital as 
represented by the ordinary shareholder a 
larger return. The voluntary limitation of 
dividends to which industry has consented 
renders this impossibie—perhaps the better 
word would be inadvisable—and the final 
dividend remains as before. 

We propose to place the sum of £500,909 
to general reserve, bringing that fund up to 
42,500,000. The balance remaining of 
£63,795 ts added to the carry-forward which 
will then amount to £298,381. 


BALANCE SHEET FIGURES 


_ A comparison of the assets and liabilities 
in the Amalgamated Press balance sheet 
with those of last year does not reveal many 


material differences. Grouped in the new 
way our total of current assets amounts to 
£3,098,373 against current liabilities of 


£1,211,934 or a surplus of £1,886,439. This 
figure, substantial though it as, is down on 
1948 until you take into account the redemp- 
tion during the year out of our resources of 


the whole of our second debentures at a cost 
of £916,629. 


Total reserves are mow shown as 
£2,934,381 or, including the amouat set aside 
for future income tax, £3,423,381. 


PROPOSED BONUS SHARE ISSUE 


We have decided to capitalise a portion 
of our reserves and to distribute, subject to 
the consent of the Capital Issues Committee, 
to the ordinary shareholders one share for 
every two now held. We feel that we can 
well afford this utilisation of a proportion 
of our reserves and that in making this issue, 
which brings our ordinary capital up to 
£1,800,000, we are taking one step towards 
placing our ordinary share capital in a nearer 
relationship to the capital employed in this 
now very large enterprise. 


The Amalgamated Press is the largest 
periodical publishing enterprise in the 
country. I am not sure that it is not the 
largest enterprise dealing with paper and ink 
in any form in Great Britain. Be that as it 
may, it would scarcely be fruitful to deal 
with its numerous publications in any detail. 
The past year has been again one of un- 


competitive enterprise. What I can tell you 
is that our periodicals have done well and 
that we have utilised the extra paper afforded 
to us in the period with advantage and profit, 
In addition to our home sales we have main- 
tained and increased the large business we do 
in the Empire and foreign countries. 


Finally we have every confidence in the 
ability of our very experienced staff, under 
the able leadership of cur managing director, 
Mr S. James Brown, to obtain satisfactory 
results in due course from the enterprise and 
opportunities which this increased ration of 
paper will provide. 


The profit made by The Imperial Paper 
Mills for the year amounted to £179,189, after 
deducting the net preference dividend of 
£11,000. With a freer supply of pulp and a 
larger output we should hope for an increased 
return on what is a very considerable invest- 
ment standing in our books at close upon 
£2 million. 

Last year I reported to you the lamented 
death of General Mildren who was managing 
director of the Imperial Company. We have 
appointed Mr C. W. Lewis, his principal 
assistant, to the vacant position and I feel 
sure we shall not regret our choice. 


KELLY’S DIRECTORIES 


The report and accounts of Kelly’s Direc- 
tories Limited, in which we are the pre- 
dominant shareholders, were published a few 
weeks ago. They covered a period of 14 
months in order to bring them into line with 
those of the parent company After charging 
debenture interest and taxation, the profit 
amounted to £535,217. Of this amount 
£230,433 was left in the subsidiaries. Aftet 
paying the dividends of the preference shares 
and ordinary shares there remained a profit 
in the parent company’s accounts of £188,995. 
A transfer of £177,630 was made to the com- 
pany’s reserves and £11,275 added to the 
carry forward. 


The consolidated balance sheet of Kelly’s 
and its subsidiaries showed current assets at 
£2,344,205 and current liabilities of £865,584. 
In other words, net liquid assets exceed 
current liabilities by £1,478,621. 


ASSOCIATED ILIFFE PRESS 


The Associated Iliffe Press is a completely 
owned subsidiary of Kelly's Directories. In 
turn the Iliffe company is the owner itself 
of a number of subsidiary companies. During 
and since the war it has added largely to its 
list of publications, and today is easily the 
largest firm of its kind in the country. It 
would take too long to mention even the 
names of its 32 journals, but of them all it can 
be said that they are outstanding organs in 
the industries they serve. 


The managing director of Associated Iliffe 
Press is Mr Claude Wallis, who has beea 
with the firm all hi: working days, and who 
has done excellent service for us in controlling 
and extending its widespread activities. 


So far as we have gone in the present 
financial year we have fared well. In the 
life of today there are always new problems, 
some of them entirely outside the normal 
difficulties of a business such as this. All T 
can say of the future is that we are well- 
equipped to face any trials which may ensue, 
and that we have in our various enterprises, 
efficient and experienced staffs. To them, as 
also to the directors of all our companies, 
take leave to express the warm and cordial 
thanks of the shareholders and of myself, for 
an excellent year’s work. 
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ANGLO-IRANIAN OFL COMPANY, LIMITED 


WIDE RANGE OF OPERATIONS IN MANY COUNTRIES 
SIR WILLIAM FRASER’S REVIEW 


The forticth annual general mecting of 
Anglo-franian Oi Compan _ Limited, will 
be held at Britannic House, Finsbury Circus, 
London, E.C., on July 26th. 

The following is an extract from the 
statement to stockholders by the chairman, 
Sir William Fraser, C.B.E., circulated with 
the directors’ report and accounts: 

As anticipated last year in my reference 
to the new Companies Act, we are presenting 
our balance sheet and profit and loss account 
this year in a new form. Consequently, the 
accounts presented consist of the balance 
sheet of Anglo-Iranian Onl Company 
Limited, a group oo balance sheet 
of Anglo-Iranian Oil Gompany Limited, and 
its principal subsidiary companies and a 
composite Anglo-Iraman Of Company 
Limned, and group profit and foss account. 

‘The croup trading profit of £50,700,804 
compares with an approximate figure of 
{36,000,000 for 1947, and is the highest yet 
achieved. After providing for taxation the 
amount available for reserves and dividends 
amounts to 424,064,920. 

DIVIDEND 30 PER CENT. 

Your directors have decided in conformity 
with the dividend limitation policy recom- 
mended by His Majesty’s Government, to 
recommend a final dividend of 25 per cent., 
less income tax, on the Ordinary stock, 
making 30 per cent. for the year. A study 
ot the results will, I am sure, point to the 
conclusion that the payment of a larger 
dividend would have been warranted. 

Stockholders will probably be aware that 
discussions between the Imperial Iranian 
Gevernment and the company have been in 
progress in Tehran since last autumn on 
matters connected with our concession agree- 
ment in Iran. These discussions have bees 
conducted with cordiality, and at the in- 
vitavon of the Prime Minister of Iran I took 
pat m them from April 29th to May 12th 
wm Tehran. During that period I had the 
piivilege of two audiences with His Imperial 
Majesty the Sbah-in-Shah, and was made 
most welcome by the Prime Minister, His 
Excellency M. Sa’ed, and by other Ministers. 

THE COMPANY'S OPERATIONS 

Before commenting on events during 1948, 
when new records were established in our 
main Operations, it is Oppertune to record 
that this year is the fortieth anniversary of 
the company’s incorporation in April, 1909. 
The advance made during those four decades 
is illustrated by some diagrams which are 
included im this statement for your imfor- 
mation. hey typify the expansion which 
has led to the substantial and diverse opera- 
tens of your company and its group of 
associated concerns which underlay this 


field at Eakring, in Nottinghamshire, and the 
distribution service of our marketing associa- 
‘ed ; in Continental Eurepe we have refineries 
 thice countries and marketing affiliates in 
twelve ; over a large part of Africa and of 
the Near East and in Ceylon we have a 
Reval distribution arrangement with the 


various terrilories, and our interest in the 
Haifa refinery; in Iran, Iraq and certain 
other Middle East territories we have our 
own marketing arrangements, while in India 
and Pakistan eur products are distributed by 
Burmah-Shell ; in Australia we are partners 
with the Australian Government in the re- 
fining and distribution activities of Common- 
wealth Oil Refineries Limited, and in New 
eects oelanian sana aaa 
in a mar company, 
Petroleum Company of New Zealand 
Interlinking the various organisations are 
the fleet of the British Tanker Company 
with over 120 large tankers, the prospecting 
aclivity ef D’Arcy Exploration Company in 
various quarters of the globe, and our inter- 
national ships’ bunkering and aviation 
services ; while in New York our office keeps 
contact with affairs in the United States of 
America, in whose great petroleum industry 
we have pariners in some of our enterprises 
in the Middle East and elsewhere, as well 
as purchasers of our products and suppliers 
of equipment. In all these and other 
activities, too Numerous to mention here, 
over 130,000 persons are employed as our 
fifth decade opems. Such is the background 
against which the events of last year are to 
be reviewed. 


GENERAL CONDITIONS IN THE INDUSTRY 


A year ago I mentioned to you the grewing 
importance of the Middle East as an oil ex- 
port centre, particularly for Europe, and this 
development has continued. I also noticed that 
demand in the Western Hemisphere was 
overhauling even the huge production of the 
Americas. This tendency endured during the 
first half of 1948, which was a very remark- 
able year for the oil industry, and while 
supply reached record levels it still was in- 
adequate to meet demand, and for the first 
time substantial quantities of crude oil from 
the Middle East were shipped to the Western 
Hemisphere. However, towards the end of 
the year the effects of unprecedented capital 
investment and effort by the industry to in- 
crease supply began to be felt, and in the 
Western Hemisphere supply became broadly 
in balance with demand. 

In the Eastern Hemisphere, however, in- 
sufficient refining capacity and currency 
difficulties restricted consumption and 


tiens has since taken place, consumption is 
stull limited by these factors in most of those 
markets in which we are principally in- 
terested Nevertheless, although world 
demand continues at high levels, the in- 
crease in supply has been reflected i 
stamtial reductions m world prices of fuel 
oils and middle distillates. 

The marked recession from the exceptional 
conditions which obtained in 1948 is a clear 


technelegy, and of pionerring its de- 
velopment. At Sunbury a new research 
building was opened in July, 1948, by 
H.LM. hah Tran, 
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GENERAL MINING AND 
FINANCE CORPORATION 


DIVIDEND MAINTAINED AT 
25 PER CENT 


SIR GEORGE ALBU’S SURVEY 


The forty-ninth ordinary general mecting 
of sharcholders was held on June 28, 1949, in 
Johannesburg, Sir George W Albu, Bt, 
presiding. 

The following is an extract from the 
chairman’s ch :— 

Revenue the year at £472,206 was. 
£11,549 lower than that of the previous year, 
and the profit for the year, at £363,277 was 
£22,068 less than for 1947. 


RESULT OF YEAR’S OPERATIONS 


Adding the unappropriated balance of 
£143,556 at the beginning of the year to the 
profit earned for the year, made available for 
distribution an amount of £506,833 as com- 
_ with £545,214 for the previous year. 

dividend distribution for the year was 
maintained ne cent. £142,175 has 
been carried fo to the current year. The 
general reserve at £1,000,000 and investment 
reserve at £450,000 remained unchanged. 

Investments in stocks and shares and in 


Government and municipal securities stand 
in the balance shect at ;505, which is 
an increase of as compared with the 


total at the of 1947. 


VAN RYN GOLD MINES ESTATE, LIMITED 


This company, after a long and highly 
successful life, ceased mining operations on 
August 16, 1948, since when clean-up oper- 
ations have been in progress. 


WEST RAND CONSOLIDATED MINES, LIMITED 


This company continues to operate satis- 
factorily and has maintained its dividend at 
the same rate as in recent years. 

The ore reserve at December 31, 1948, 
showed a small decrease from 8,318,000 tons 
to 8,226,000 tons, the value remaining the 
same at 4-1 dwt but the stoping width dimin- 
ishing by 1 inch to 47 inches. 


EAST RAND PROPRIETARY MINES, LIMITED 


The total ore reserve at December 31, 1948, 
was estimated at 10,273,000 tons of an average 
value of 5-2 dwt over a stoping width of 51 
inches. 

DURBAN RGODEPOORT DEEP, LAMITED 


The available ore reserves re-estimated as 
at December 31, 1948, amounted to 7,942,000 
tons of an average value of 4-5 dwt. over a 
stoping width of 60 inches. 


GENERAL EXPLORATION ORANGE FREE 
STATE, LIMITED 


The corporation’s main interest in the 
Orange Free State is through its associated 
ae General Exploration Orange Free 

tate, 


in which that company was interested, VYDH.1 
on the farm Van den Heeversrust No. 419 
and K.1 on the farm Kromdraai No. 586, 
both gave encouraging results. In addition 
to these two that has 
interests in the Virginia and Sand River area 
where the resuks of drilling to date show 
promise. 


GENERAL PROSPECTING 


further interests in eptians in the Edenville 
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and Petrus Steyn area over approximately 
52,582 morgen. 


GOLD-MINING INDUSTRY 


The gold-mining industry has passed 
through another difficult year. 


In comparison with 1946 the tonnage 
milled at 55,285,700 tons in 1948 reflects a 
decrease of 1,641,800 tons, while working 
costs were approximately 7d per ton higher 
and the working profit declined by £2,538,516. 


RISE IN COSTS 


The rise in the costs of production is in 
the main due to the progressive increase in 
the prices of stores and materials consumed, 
The reduction in tonnage milled can in the 
main be attributed to a shortage of labour. 


SELLING PRICE OF GOLD 


Shareholders will have become aware 
through the medium of the Press that the 
Minister of Finance has had discussions with 
the chairman of the International Monetary 
Fund and other officials of the Fund in regard 
to the selling price of gold. As a result the 
Fund has agreed to raise no objection to 
South Africa obtaining a fair share of the 
market for fully fabricated gold and also of 
the market for semi-processed gold. 

Any substantial relief from the present 
difficult position can only be realised in one 
of two ways: a reduction in costs or an 
increase in the monetary price of gold. That 
the monetary price will rise I have no doubt, 
but it would be foolish to forecast when that 
will take place. 

The report and accounts were adopted. 


Copies of the full report of the proceedings 
may be obtained on application to the London 
Office. 


EXPERT TOOL AND CASE 
HARDENING COMPANY, 
LIMITED 


GRATIFYING RESULTS 


The twenty-eighth ordinary general meet- 
ing of this Company was held on July 6th in 
London. 

Mr A H. Redfern (the chairman), in the 
course of his speech, said :— 

It is gratifying that the results disclose 
increases in both the turnover and _ profits 
of your group of companies as compared 
with the figures for the previous year. 

To enable your company to become a 
holding company only, instead of a part- 
operating company, a new subsidiary com- 
pany, Expert Tool Heat Treatments, Limited, 
has been formed to carry on the business 
started 31 years ago as specialists in the 
scientific heat treatment of metals. 

Waddeils (Stratford Steel Equipment), 
have had ognin a satisfactory year. Herbert 
Hunt and Son, Limited, of Manchester, are 
manufacturers of specialised machine tools 
and during the year under review a number 
of new models were introduced. 

The net profits, after charging all expenses, 
and providing for depreciation and dividends 
on preference shares in subsidiary companies, 
amounts to £119,495, against £74,249. It 
should be borne in mind that the total 
actual capital employed in the group of 
companies is £300,462, nearly three times the 
issued share capital, so that the total divi- 
dends represent just over ll per cent. on 
the capital employed. In view of this posi- 
tion your board is giving consideration to 
the possibility of a bonus issue of shares. 

I look forward to placing before you at our 
next meeting an even stronger balance sheet. 
The report was adopted. 
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J. LYONS AND COMPANY, LIMITED » 


DIFFICULTIES OF CONTROLS AND SUPPLIES 
MR. HARRY SALMON’S REVIEW 


The fifty-fifth ordinary general meeting of 
J. Lyons and Company, Limited, was held 
on July 5th in London, Mr. Harry Salmon 
presiding. The following are extracts from 
the chairman’s statement circulated with the 
report. 


YEAR’S REPORT 


The net profit for the year is £566,234, a 
decrease of £25,397 against last year. Divi- 
dends on preference and preferred ordinary 
stocks for the year take £270,130. We are 
recommending the payment of final dividends 
at the same rates as in the previous year, 
which will amount to £178,666. The un- 
allocated balance of the net profit is £66,391, 
which makes the total amount carried forward 
in the profit and loss account £252,528. 

The increases or decreases in the various 
items of the accounts, which can be seen from 
the comparison of this year’s figures with 
those of last year, are generally speaking no 
more than normal, and I do not think it 
necessary to comment upon them in detail. 

There is a small increase in the issued 
capital, namely £27,162, which represents an 
issue, in January last, of 6 per cent preferred 
ordinary shares in exchange for the whole of 
the preference capital of Walker’s Dairies 
Limited, a subsidiary company manufacturing 
ice cream in Liverpool, in which we already 
held all the ordinary capital . 

You will be interested to know that, towards 
the end of the year, we exercised the option 
which then became available to us to acquire 
the balance of the deferred shares of The 
Strand Hotel Limited, 90 per cent of those 
shares having been acquired in 1922. 

The year has not been an easy one. The 
shortage of commodities from which we have 
suffered for so long has continued, and there 
has been no substantial lightening of the 
close control to which all industry is subject 
and which so greatly hampers initiative and 
enterprise. Costs and charges of every kind 
have again risen. If this process continues, 
there is a risk that prices will approach the 
point where the public may find it difficult 
to meet them. 

EFFECT OF CATERING WAGES REGULATIONS 

The Catering Wages Regulations have had 
their effect on the year’s results in certain 
sections of the business. In our licensed 
premises, the wages fixed by the Regulations 
for most classes of our employees have not 
substantially affected us, but in respect of 
one class they have, because of the refusal to 
recognise tips as part of the remuneration. 
Tipping has always been so much a feature 
of this section of the catering trade that this 
attitude can only be described as completely 
unrealistic, leading, as it does, to the un- 
economic result that the customer pays for 
the service twice. To meet this difficulty we 
have been compelled to go over more and 
more to the self-service system in our larger 
catering establishments, as it is only by this 
means that we can keep our prices at a level 
commensurate with our customers’ available 
spending power. This, unfortunately, has 
forced us to dispense with the services of a 
number of employees among the waiting staff. 
As the changes can only be carried out by 
slow degrees, there is necessarily a consider- 
able lapse of time before the object of them 
is achieved. 

The Regulations lack flexibility ; they apply 
to the catering trade a system which we have 
found can be operated without much difficulty 
in factories, where the employer can plan the 
work and adjust it where necessary, but which 
is quite unsuitable where it is the customer 
who, by his varied demands, in effect, plans 
the work. We think it should be possible to 





safeguard the worker without imposing 
rigidity which is so out of keeping with the 
tradition of the industry and which prevents 
it from giving the high standard of service 
the public expects. There is now some si 
that this is being recognised; we 
believe that greater flexibility would be gg 
acceptable to the workers as to the manage. 
ment. 
PROBLEMS OF THE FACTORIES AND 
DISTRIBUTION DEPARTMENTS 

Catering is, of course, only one side of our 
business; there are the factories and the 
departments which deal with the distribution 
of our products to a multitude of shopkeepers 
all over the country. They also have had 
their problems and difficulties. For example, 
the ending of bread rationing did not mean 
that we could sell more bread and cakes, for 
the supply of flour to us is still rationed, so 
that we, in turn, must severely restrict the 
supply of these goods to our very patient 
retailers and to our own establishments. Ona 
the other hand, we have received a slight, but 
welcome, increase in the allocation of sugar, 
though that was accompanied by a measure 
of discrimination in favour of certain under- 
takings, which took the sweetness out of it. 
Fortunately, supplies of commodities for 
export business are not subject to the same 
limitation as those for home trade, and, asa 
result, we have been able to make a not in- 
considerable contribution to the country’s 
dollar earnings by the export of a number of 
our products. 


REPORT OF THE DIRECTORS 


This included an announcement _ that 
since the close of the year, Mr Harry 
Salmon and Mr. M. Gluckstein have relin- 
quished their appointments as managing 
directors. Mr. Harry Salmon has retained 
the office of chairman, and Mr. M. Gluckstein 
has been appointed to the office of deputy 
chairman. Mr. S. I. Salmon and Mr. Julian 
Salmon have been appointed managing 
directors. 

CHAIRMAN’S SPEECH 

Addressing the meeting the chairman said: 
I should like to make a brief addition to the 
statement which you received with the 
accounts. In common with other businesses, 
we had hoped that by this time—nearly four 
years from the end of the war—many of our 
difficulties and the frustrations we have 
suffered would disappear. Those hopes have 
not, in the main, been realised, either in the 
direction of freedom trom controls or of 
increased supplies of commodities. Since the 
end of the war the total available world supply 
of commodities has greatly increased, but it 
is doubtful if this country is getting its share, 
although we are assured that total consump- 
tion here is much higher than it was then. 
This assurance appears to ignore the increase 
in our population and fails to apply the true 
test of consumption per head. Then, too, 
government assumes it is in the interest 
the country that traders shall be restrat 
from using their judgment in selecting 4 
bargaining for the commodities they use 
that it alone knows what is best for us—@ 
view I do not share. The result is that, once 
again, the volume of our business has been 
controlled, not by the demand of our cus 
tomers, but by the enforced limitation of 
our ability to supply with the consequence 
that the expansion and development for which 
we are always looking has not been possible. 

Industry is being constantly urged 
greater and greater efficiency, though the 
urging seems to ignore the handicaps which 
are at the same time imposed on it by the 
urgers themselves. There is no doubt that 
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if efficiency is attained and the undertaking is * 


prosperous, it must be to the advantage, not 
only of the shareholders, who, according to 
one present day view, do not matter, but also 
of the employees and of the community who, 
according to the same view (which, im this 
respect, we share) do matter. Efficiency and 
prosperity in a business should result in 
profits, yet when they are made, the bulk is 
taken in taxation and the making of them is 
the subject of criticism. ‘Taxation is draining 
away the resources of the efficient in industry 
—and using them to subsidise the inefficient 
—at a time when high costs make it more 
and more imperative to conserve them. As 
only profits can attract the new investment to 
replace those lost resources, it is obvious that 
industry cannot run without profits. In our 
business, efficiency means giving the highest 
degree of service and the best value to our 
customers. Despite the handicaps, we shall 
continue to strive for it and the prosperity 
and profits that should follow. 
The report and accounts were adopted. 


GENERAL EXPLORATION 
ORANGE FREE STATE, 
LIMITED 


SIR GEORGE ALBU’S REVIEW OF 
INTERESTS 


The third ordinary general meeting of 
stockholders was held on June 28, 1949, in 
Johannesburg, Sir George W. Albu, Bt., 
presiding. 

The following is an extract from the 
chairman's speech. 

During the year under review, a net 
expenditure of £51,125 was incurred in the 
purchase of additional mineral and surface 
tights. The expenditure for the year of 
£113,771 under the heading of option and 
participation rights represents the considera- 
tion of £90,625 paid by your company for 
the acquisition of sundry rights from New 
Nigel Estate and Gold Mining Company, 
Limited, the cost of maintaining sundry 
option contracts and the acquisition of addi- 
nonal options. 


DRILLING AND PROSPECTING 


_ Expenditure on drilling and prospecting, 
including geophysical work, amounted to 


£28,477 and covers a total footage drilled of 
24,019 feet. 


OPTIONS AND PARTICIPATION RIGHTS 


The more promising areas are, firstly the 
bleck of farms to the north-west of Freddies 
North Lease Area, Ltd., that is, the farms 
Rosedale, Spes Bona, Weltevreden, Welge- 
vonden and S/D1 (Tevrede) of Spes Bona 
921: secondly the area to the west of the 
Wit Extensions Block, that is, the farms 
Graspan, Welvaart, and Onrust. In addition 
the farms Florida, Bluegum Hoek and Oli- 
vine in the Virginia and Sand River area are 
Promising, while further east the farm Memo- 
Nam is also of interest. 


PROSPECTING OPERATIONS 


ml results of the deflection of borehole 

-l, as shown in the tabulation given 
; the Directors’ Report, compared very 
avourably with the original intersection ob- 
tained in this hole during 1947. 


— addition to the boreholes mentioned in 
¢ tabulation, there were two other holes 
TV drilled. They are as follows: Borehole 
‘V.1, on sub-division 1 (Tevrede) of Spes 
= 921, was 347 ft. deep in Karroo 
end of last year and D.W.1 on Doorn- 


draai West No. 154 was 1,929 ft. deep in 
Lava at the same date. : 


LATEST INFORMATION 


Since the close of the year, information in 
regard to boreholes in progress is as follows: 

Borehole G.G.1 on Graspan 403 had 
reached a depth of 2,480 ft. in Ventersdorp 
Lava on June 17, 1949. Borehole TV.2 on 
sub-division 1 (Tevrede) of Spes Bona No. 
921 had reached a depth of 3,580 ft. in Ven- 
tersdorp Lava on June 17, 1949. 

Borehole C.C.1 on Concord No. 392, 
drilled by your company on joint account 
with Lydenburg Platinum, Ltd., had reached 
a depth of 897 ft. in Karroo on June 18, 
1949. A further hole, known as VDH.3, on 
the farm Van den Heeversrust No. 419, is 
being drilled by Middle Witwatersrand 
(Western Areas), Ltd., on joint account with 
your company. 

Arrangements have also been made to drill 
a hole near the common beacon of farms 
R/E Spes Bona No. 921, Holfontein No. 148 
and Stephanus Rust No. 897. 


RECENT BOREHOLES 


Borehole K.1 on Kromdraai 586, inter- 
sected a reef at 4,698 feet assaying 23.7 dwt. 
over 23.4 inches. A further intersection at 
6,175 feet averaged 8.28 dwt. over 14 inches. 
At the base of the Elsburg Series at a depth 
of 6,384 feet, the “B” Reef assayed 34.2 
dwt. over a true width of 5.56 inches. The 
Basal Reef intersected at 7.109 feet and 
yielded 40 dwt. over 4.7 inches. Due to fault- 
ing the Basal Reef was again intersected at 
7,129 feet. In this intersection the core was 
broken and yielded 24 dwt. over 7 inches. In 
a deflection the Reef at 6,175 feet assayed 
5.2 dwt. over 19 inches and in another de- 
flection the Reef at 4,698 feet assayed 27.5 
dwt. over 14.7 inches. 


COAL 


Considerable portions of the farms Spes 
Bona No. 921, Weltevreden No. 205 and 
Welgevonden No. 1183 are underlain by 
two coal horizons. Further drilling is being 
done to determine the extent of these seams 
and to gain further information concerning 
the economic potentialities of this deposit. 

The report and accounts were adopted. 

Copies of the full report of the proceedings 
may be obtained on application to the 
London Office. 





GREEFF-CHEMICALS 
HOLDINGS 


SATISFACTORY TRADING RESULTS 
MR A, J. THOMPSON’S ADDRESS 


The thirteenth annual general meeting of 
Greeff-Chemicals (Holdings), Limited, was 
held on July 6th at Winchester House, Old 
Broad Street, London, E.C., Mr A. J. 
Thompson (chairman and managing director) 
presiding. 

The following is an extract from the 
chairman’s address which had been circu- 
lated with the report and accounts for the 
year ended December 31, 1948 :— 


The group profit for the year before pro- 
viding for taxation was £73,461, compared 
with £94,989 for 1947, or £53,335 for 1946. 
This follows the indication which I gave a 
year ago, when I invited you to let your 
expectation for 1948 be based upon the 
results for 1946 rather than those for 1947, 


The results of the year’s trading compared 
with figures for 1946 may be considered most 
satisfactory, taking into account the increasing 
restrictions which are being encountered in 
an international business such as ours. 
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After deducting profits tax and income tax 
payable on these profits, and transferring 
£17,500 to general reserve in the subsidiary 
company, the profit of the holdings company 
for the year was £21,962. 


DIVIDEND AND BONUS 


The board recommends payment of a final 
dividend for the year on the ordinary capital 
of $4 per cent. and a bonus of 34 per cent, 
less income tax, making together with the 
interim of 4 per cent. already paid a total of 
16 per cent., less income tax, for the year. 
This, together with the dividend on the pre- 
ference capital, absorbs £21,381, leaving {581 
to be added to the surplus, making £17,862 
to carry forward. 


Members who took up the new shares 
during the year will, no doubt, have in mind 
that while this capital was only in existence 
for seven months of 1948, a dividend is being 
paid upon it for the whole year. 


EXTENSION OF INTERESTS 


During the year we increased our share 
capital by the creation of 300,000 ordinary 
shares of 5s. each. This additional capital 
has been used mainly for the extension of our 
interests in manufacturing companies for 
whose products we have special selling arrange- 
ments. Our trade investments at the end of 
the year at cost were £178,141, in addition 
to which we have agreed to subscribe for 
further shares to the approximate extent of 
£53,000. This linking of direct financial 
interest in manufacturing, conducted by 
experts, with long-term selling agency agree- 
ments, forms the basis of some of our most 
valuable connections. 


I should not fail to point out that the new 
money that we have subscribed to the ex- 
tension of factories, including both building 
and machinery, is not yet producing what it 
is calculated to yield when the new piants 
are in full operation. 


Members will not fail to note the large 
reserves of the company. Capital reserves 
at the end of 1948, including share premium 
account, totalled £156,441, and revenue 
reserves, which have been steadily added to 
from year to year, totalled £75,222, making 
the total reserves £231,663. Your directors 
have written off against revenue reserves the 
goodwill item as shown in the subsidiary 
company, and the balance of the goodwill 
figure which represents the excess of the 
cost of shares in subsidiaries over the net 
tangible assets of subsidiaries at the date of 
acquisition has been deducted from capital 
reserves. In this way the goodwill amount 
of £167,672 has been eliminated from the 
balance sheet. 


TRADE RECESSION 


It is general knowledge that in many 
directions there has been a recession of trade 
during the last few months, and we are no 
longer experiencing a sellers’ market. The 
business of our company ot be immune 
to general conditions, but it is so adaptable 
that it is not as subject to large variations as 
many concerns. 


Several new ventures are under develop- 
ment and your directors believe we can all 
look forward to the present and succeeding 
years with confidence. Our executive direc- 
tors are men in the prime of life and are 
supported by a highly trained and adequate 
staff. 

The directors join with me in thanking all 
members of the staff, a large number of whom 
have been in the service of this business for 
many years, for their hard work, which has 
been carried out with loyalty and enthusiasm. 


The report and accounts were unanimously 
adopted. 
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Investment Statistics 


Company Notes 


Portsmouth and Brighton United 
Breweries.—Net profit before taxation of 
Portsmouth and United Breweries declined 
from £263,314 to £220,927 in the year to 
March 31, 1949. The dividend of 224 per 
cent for the year is unchanged. 

Pye Limited.—Total group profit of Pye 
Limited increased from £303,292 to £315,181 
in the year to March 31, 1949. Net profit 
after taxation was £131,611 against £126,917. 
A dividend of 25 per cent has been recom- 
mended on the deferred ordinary stock. Net 
current assets at March 31, 1949, were 
£712,624 (£636,889). Bank overdraft has been 
increased from £58,494 to £278,621. Stocks 
have risen from £1,120,676 to £1,243,882, but 
debtors are down from £534,399 to £473,801. 

Tennant Brothers.—Consolidated trading 
profit of Tennant Brothers for the nine 
months ended March 31, 1949, was £289,024 
compared with £400,035 for the year to June 
30, 1948. Net profit after \axation amounted 
to £,79,430 (£79,875). A dividend of 11} per 
cent has been recommended on the ordinary 
shares (15 per cent for the previous year). 

Amalgamated Press.—Consolidaied profit 
of Amalgamated Press amounted to 
£3,751,845 and net profit after taxation to 
£,1,431,239 for the year ended February 28, 
1949. Net current assets at February 28, 
1949, were £4,589,572 and reserves 
£5,102,459. Copyrights and goodwill at cost 
less amounts written off were valued at 
£7,408,290. The dividend is repeated at 
22 per cent. 

- and J. Hill.—Group trading profit of 
R. and J. Hill increased from £45,460 to 
£160,834 in the year to March 31, 1949. 
Total profit rose from £123,544 (including 
£76,847 from increases in Tobacco Duty) to 
£161,328. Taxation, including duty, absorbed 
88$ per cent of total sales revenue in 1948-49 
compared with 6 per cent for expenditure on 
leaf and materials and 4} per cent on wages 
and expenses; } per cent was allocated to 
reserve and less than } per cent to dividends. 
A dividend of 5 per cent has been recom- 
mended for the year (nil). 





Laporte Chemicals.—Total profit of 
Laporte Chemicals increased from £433,278 
to £583,336 for the year to March 31, 1949. 
A dividend of 17$ per cent has been declared 
for the year compared with for 1947-8 15 per 
cent slag 2 per cent bonus on smaller 
capital, 

Walsall Conduits.—Total group profit of 
Walsall Conduits increased from £350,329 to 
£374,829 and net profit after taxation from 
£171,092 to £178,041 in the period to 
December 31, 1948. 

Mansfield Brewery.—Total profit of 
Mansfield Brewery increased from {£224,996 
to £239,989 in the year ended March 31 
1949. The dividend has been maintained at 
22} per cent. Net current assets at March 31, 
1949, were £289,478 (£253,710). 

British Electric Traction.—Working 
group profit of BET for the year to March 
31, 1949, amounted to £848,179, and total 
profir to £2,454,618. After deducting 
£216,034 for depreciation, £3,210 auditors’ 
fees, £121,577 interest, £935,808 for taxa- 
tion and £186,614 for minority interests 
group net profit was £991,375. Net con- 
solidated current assets at March 31, 1949, 
were £7,979,416 (including £6,919,288 for 
general investments) and investments in asso- 
ciated companies, £6,533,108. Intangible 
items are given as £1,421,847. Reserves 
amounted to £10,463,919. _. 

C. ©. Wakefield and Co.—Consolidated 
trading profit of C. C. Wakefield declined 
from £1,412,505 to £897,339, and total profit 
from £1,415,359 to £903,722 in 1948. The 
dividend has been maintained at 150 per 
cent ; group earnings on the parent company’s 
ordinary capital have been reduced from 
333 per cent to 182 per cent. A free bonus 
issue of three for one is proposed for the 
holders of the 2s. 6d. ordinary shares. 

William Hancock.—Consolidated trading 
profit of William Hancock amounted to 
£248,391 in the 10 months to March 31, 
1949, es with £359,648 in the year 
to May 31, 1948. Group earnings on the 
parent company’s ordinary capital on a 12 
months basis were 66.4 per cent against 86.4 
per cent. Output of beer was well maintained 
over the 10 months period. 





Thos. Firth and John Brown.—Th, 
balance on consolidated trading account 
Thos. Firth and John Brown was £1,490 
in the 15 months to March 31, 1949, 
current assets at March 31, 1949, werg 
£3,991,955, including £590,645 cash in hand 
Reserves totalled £3,218,536, and outside 
interests in subsidiaries £519,655. 


Ruston and Hornsby. — Consolidated 
trading profit of Ruston and Hornsby ia. 
creased from £1,278,438 to £2,107,070 in the 
year to March 31, 1949. Net profit after tax. 
ation was £976,643, against £543,069. Net 
current assets at March 3], 1949, amounted 
to £5,744,476 (3,846,293). Cash and ts 
reserve certificates totalled £894,546, com. 
pared with £72,669 a year earlier. 


Prince Line.—Total profit of Prince Line 
fell from £896,465 to £595,032 in the year 
to April 30, 1949. Net profit was £380,188, 
compared with £626,464. The dividend of 7 
per cent and bonus of 3 per cent are repeated. 

Brazilian Traction Light and Power,— 
Total consolidated revenue of Brazilian 
Traction expanded from $93,082.308 to 
$102,178,567 and net profit from $25,981,384 
to $27,086,242. A dividend of $2 a share 
has been paid in 1948. Reserves and pro 
visions amounted to $194,856,507 
($183,468,065) at December 31, 1948. Net 
current assets were lower at $10,195,771 
against $18,265,612 and fixed assets 
$457,738,582 ($427,791,483). Compared with 
December, 1939, the company’s tariffs in 
December, 1948, had increased by 13 per 
cent for electricity, 82 per cent tramways, 9 
per cent telephones and 112 per cent for gas 
against increases of 245 per cent in the 
cost of living in Brazil and 263 per cent in 
the company’s wages. 

Selection Trust.—The consolidated profit 
of Selection Trust increased from £828,528 
to £959,044 in the year to March 31, 1949. 
Net profit after taxation was reduced from 
£389,242 to £181,028. The distribution has 
been cut from 25 per cent to 20 per cent. 
Investments at the year end were valued 
£3,559,976 compared with £3,824,727 a 
earlier. The total of cash and pled 
securities is slightly higher at £1,117,355 





SECURITY PRICES AND YIELDS 
A fuller list containing 371 securities appears weekly in the Records and Statistics Supplement. Notes on the following company reports 
appear in the Supplement : English Sewing Cotton ; Richard Thomas and Baldwins ; British Insulated Callender’s c Gaaes : 
Burmah Oil Company ; Anglo-lranian Oil ; British Electric Traction. 





ieee | Price, | Price, View, | Viet, | y PO | Last Two 
&. ' > « ° e “ < 
Jan.1-July6 | Name of Security pee July 6,, July 6, July 6, ion hee 6 Dividends 






High | Low 


j R > i . 

100% 100 || War Bonds 24% Aug. 1, 1949-51) 100% 
100g | 994g |Exch. Bonds 1$% Feb. 15, 1950) 100 
10248, 100% || War Bones 24%, Mar. 1, 1951-53) 100% 
1035 | 100§  ||'War Bonds 24%, Mar. 1, 1952-54! 1008 
14%! 99% (War Loan 3$% (after Dec. 1, 1952)! 100 % 
103§ 100 || War Bonds 24% Aug. 15, 1954-56 1004 
1044) 100 \Funding 23° June fs, 1952-57..); 1OL 
105}g| 101 ||Nat. Def. 5% July 15, 1954-58...) 101gxd 


105% 101f ||War Loan 3% Oct. 15, 1955-59. .|) 1023 
10443 Sav. Bonds 3% Ang. 15, 1955-65. 100} 
1023 | |, Fanding 24% April 15, 1956-61... 99 

148 Funding 3°, April 15, 1959-69...) 100 

115 | 108} =| Funding 4% May 1, 1960-90 ....) 1 


103%; 98) | Sav. Bonds 3% Sept. 1, 1960-70.) 

99% 94 | Sav. Bonds 2}°, May 1, 1964-67.| 95} 
116} | LL1lf | Vict. Bonds 4%, Sept. 1, 1920-76) 112 
103% 98 | Sav. Bonds 3% Aug. 15, 1965-75 || 99} 
LiGg | 1044 | Consols 4%, (after Feb. 1, 1957).., 105$xd 
1078 | 100% =| Cony. 34%, (after Apr. 1, 1961).. | 1023 

81h | 75h | Treas. Stk. 25%, (after Apr. 1, 1975) 75 
1003 OL Treas. Stk. 3%, (after Apr. 5, 1966). 924 


1024) 95 | Redemp. Stk. 5%, Oct. 1, 1986-96 95 
81h at Es cwas car ivan cone. 1 1ebxd 
103%! 97} Brit. El. 3%) Gd. Apr. 1, 1968-73) 99} 
1034 974 | Brit. El. 3% Gd. Mar. 15, 1974-77) 98 


1027,; 94 Brit. Tpt. 3% Gd. July 1, 1978-88 oe 
1034'| 98 | Beit. Tpt. 3°, Gd. Apr. 1 1968-73) 99 
| 93 | Brit. Gas Gd. 3° May 1, 1990-95), 94 





Kedemption yields on stocks optionally or finally redeemable within the next five 
years are worked out on the assumption that they will be repaid at the earliest date 
Redemption yields oa other dated stocks assume that stocks paying over 3 per cent 
will be redeemed at the earliest date (these ace marked ‘e’), aad those paying 3 per ceut 
(n) Net vields ace cateulated after 
ars 6 men ths. 


or Jess will be repaid at the latest date (marked ‘P). 


allowing for tax at 9s. in £. * Assumed average life 15 ye 
















1949 1949 1949 
n) 













High Low |! (a 








fae oe gare if & 

100 012 4,12 0 % %, OTHER SECURITIES 
100% 9 T O | 1 12 11] 1065 | (dé) | (4) Australia 34% 1965-69......, 100g | gojxd 3 6 O 
100 % 0 15 $42 2 10 103 | 99) | @ | fd) Birmingham 24% 1955-57. - | oF | _ (217 9 
+ ™ 4 6 9 6 : Sf , 50 ¢) 50 © Anglo-American Corp., 10/-.'| a 6h | 3 14 6 
100k 1 "3 8/212 34 wor 69/6 | $2 10 b Assoc. Flectrical, Gra. fi | ove’ | ns 1d 4 3 

; : | Assoc, bieetrical, Ord. 5a th F } . } 
101 ’ L 7 20 2 12 Bi) 82/6 | 69/6 |p 15 ¢, 22hc |Assoc. Port.Cem.,Ord.Stk.£1) T1/éxd 73/3 | 6 2.9 
os eS : Be Z PS/tot = 40 ¢) 40 c jAustin Motor,‘A’ Ord. Stk.5/-) 22/9 23/14 | 8 13 0 
or ior 6 i A : 0/6 Tai 1b | Barclays Bank, Ord. ‘B’ £1.) 71/- 73/6 316 2 
1.2 6) 3.9 8 isi/9 42/6 || 125 ¢| 45 @ \Bass Ratcliff, Ord. £1... ...) 143/9 1456 | 3 8 of 
woe | 112-7 | ows a _s | 8a, 1d \British Oxygen, Ord, £l....)) 91/10}} 92/3 | 4 6 8 
= Sy HE. 8 53/14} be 5 b \Courtaulds, Ord, {1........ || 34/igxd 33/9 |4 6ll 
me ES 8 see B- m/s | 21$¢) Tha Distillers Co., Ord. 4/-...... || 25/3 | 25/7) | 4 510 
95 (113101217 4 oT). pit | 8 ¢; 8 ¢ |Dorman Long, Ord. {1..... i| 28/- 29/— | 5 10 ; 

et 1 4:5.21375 Gece eal ¢ 15 ¢ |Dunlop Rubber, Ord.41....) 62/9 | 62/6 | 4 16 

eit on oh oe 7 4 {ls 3a 7 6 \Imp.Chem, Ind., Ord. Stk.£1| 44/- | 43/74/41 8 
iosind' 17 313 1 81 ans! amet ate 0’ cltane'c tton, Oni sik fi) awa | svt |s a8 

| be ; | ances. Cotton, Ord, Stk. {1.)} 5/ ‘ | 
102 114 3/3 § : 51/6 | 43/6 | 10 ¢} 20 ¢ |Lever & Unilever, Ord. A. 44/44 45/- | 4 8 
- 4d ea oe 52/6 10 ¢| bc |London Brick, Ord. Stk £1.) 57/6 | 57/6 5 44 
set tite ets 45 a ania | ae ae P’chin J'nson, Ord. Stk, 10/-| 37/6 | 39/6 | 6 6 . 
Hh |116 5'3 6 3 4h Shh | Fate | 177 IPradentiat, “A fies. or oH 3 3H 
a : c ° ; : : = one i be | c l2bc Stew arts & Lloyds, Def. £1. j 53/- | 53/8 415i 
ae eWastS 340s | ee aie) se [ Shelt mg ag aye 60/% safe 3 : _ 

= | Wha | Tube Tavest., Ord. Stk. £1. . || bs | 5H 
99} |114 3:3 11204 87, 69/- | 11g)  3}@ Turner & Newall, Ord. Stk. (1! | qy- |4 22 
116 4/3 4 74 85/9; 77/3) 55 6) is* colworth (F. W.), O “Shy bor 0 xd 4 7 6 

' 


(a) Interim. ) Final. 


(?) Plus tax free bonus 24% 


Yi ' 


||. Price, | Price, | ¥i 
Name of Security June 29, July 6, | July 
1949 1949 | 1949 








i 


a || Woolworth (F, W.), Ord. 5/- 
(c) Whole year. (d) Int. paid half-yearly. (& Te carties 





redecaption date. (Q To latest redemption date, f Free of tax.  (s) Yield basis 12%, 
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JHE ECONOMIST, July 9, 1949 


({1,011,836) and revenue reserves £978,433 
apainst £918,242. 

British Match Corporation.—Net profit 
of British Match Corporation for the 11 
months to March 31, 1949, was £330,456 
compared with £306,355 for the year to 
April 30, 1948. 

Coast Lines.—Group net trading profit of 
Coast Lines increased from £310,295 to 
£352,212 in 1948. The dividend is held at 
5 per cent for the year. 

The Rheostatic Company.—The net pro- 
fit of The Rheostatic Company after taxation 
amounted to {38,631 in the year to Septem- 
ber 30, 1948, providing earnings of 76.5 per 
cent to cover the ordinary dividend of 20 
per cent (same). 

Central Mining and Investment.—Ar the 
meeting of Central Mining and Investment 
on Monday the chairman, Sir Clive Ballieu, 
stated that the group’s mining costs increased 
by 6d. per ton milled to an average of 27d. 
a ton. The tonnage milled declined by 
378,000 tons. He indicated that in the case 
of Ultramar, following the breakdown of 
underwriting arrangements for the new 
issue, “other possibilities are under dis- 
cussion.” 

New Broken Hill Consolidated.—The 
production of ore during 1948 by New 
Broken Hill Consolidated increased from 
62,367 tons to 103,578 tons. Only one day’s 
stoppage occurred in 1948. 

tons and Baldwins.—The preliminary 
profits statement of Patons and Baldwins 
briefly referred to in Investment Statistics 
Jast week is as follows: “ Surplus for year 
to April 30, 1949, is £726,669 (£712,106 
for 1948) after charging £285,000 for writing 
down woe] and top stocks to market prices 


ruling April 30, 1949, and {£95,957 bonus 
to employees after including surplus on sale 
of factory premises and plant £51,623, profit 
on exchange £6,095 and UK and foreign 
tax provisions created former years not now 
required £111,788; £98,142 brought for- 
ward from previous year; £48,600 prefer- 
ence dividends already paid; directors will 
recommend dividend of 15 per cent and 
bonus of 5 per cent on ordinary stock 
(same). Subject approval directors’ recom- 
mendations by Ceadkiialders, dividend will be 
paid August 31, 1949.” The amounts shown 
in this column last week as net deductions for 
writing down wool stocks referred to net 
deductions after the charges and credits out- 
lined in the above statement. 


Capital Issues 


Gray’s Carpet.—Underwriting has been 
completed for a public issue of £750,000 4} 
per cent first debenture stock at par, redeem- 
able not below 102 before 1968. 

Le Grand, Sutcliffe and Cell (artesian 
wells).—Application has bee: made for per- 
mission to deal in the capital of £200,000 in 
£100,000 7 per cent cumulative £1 preference 
shares and £100,000 £1 ordinary shares. 

Wford.—Ordinary shareholders registered 
on June 24th are offered 1,133,332 5s. 
ordinary shares at 18s. per share in the pro- 
portion of one new share for every three 
shares held. 

Mitchell Cotts.—Ordinary shareholders are 
offered 1,066,490 Ss. ordinary shares at par in 
the proportion of three new shares far every 
seven shares held and 250,000 43 per cent 
cumulative redeemable £1 second preference 
shares are offered to preference and ordinary 
shareholders at 21s. per share. 


11 


Smith St. Aubyn (discount brokers)}—To 
capitalise £420,000 of reserves shareholders 


‘will receive twelve 5s. shares and one {1 


share for each four Ss. shares held. The 5s. 
shares, after the bonus issues, will be con- 
solidated into {1 shares. 


Murex.—To capitalise reserves shareholders 
will receive one £1 ordinary share by way 
of a scrip bonus for each {1 share held. The 
issue awaits Treasury and stockholders’ 
approval. 


New Issue Prices 






| Issne | Price, 
Issue | Price July 6, 
i (a) t 1949 

Ratha, Peels ois ss seeccences 21/0 | 20/3—20/9 
Assoc. Fisheries, Pref. - 21/0 | 19/0—20/0 

Da Onk 3243.5... ‘| 32/6 Nil—1jdpm 
Bate (Wm.), (Holdings), eoeel 12/19*) 11/13—11/h 

Do, 5% Com. Pref., 43 ...3,1. 2A 20/3—21/3 
Caleutta Electric, 12/- paid.....[ 22/6 | 13/9—14/3 
Caledon Ship Eng. ........ eee) 28/6% | 25/0—27/6 

Do, 6% Prt .. ee eee 23/6* | 21/6—22/6 
Cont: Zine;- Peet: 2s5 Pases Fes 20/0 18/3—18/9 
Hamer-Porter Paints, Pref...... 21/6* | 21/0—-22/0 

Ss Sits Wiiew bce aha we dmen 10/93* 10/6—11/0 
Hindley (Holdings), 5/-........ 13/6 | 11/9—12/3 

Do. 4$% Cum. Pref., £1....; 20/0 | 20/6—21/0 
Os ina caagcemexnkeny 18/0 | 2/6—2/9pm 
Jokai Tea (fully paid) ......... 30/0 28/6—29/6 
Malaya, 3% (£50 paid) ........ 100 6}—5§ dis. 
Nairobi, 3}°% (£30 paid) ....... 98 par—} pm. 
Patons & Baldwins, Ord. (f2 pd.)} 85/0 | 24/0—25/6 
Readicut, 2/00: . esi eevi es 1/4* |; 1/5}—1/6} 
Standard Fireworks, Pref... .. 21/9 | 20/8—21/3 


Stimpson Leathers, 5/-......... 
Do. 5% Pref., {1.......... 
Teleph. & Gen. Trust, 33% Deb.. 


13/3 | 10/6—11/6 
21/0 | 18/9~-19/9 
1014* | 101103 





Trinidad Petroleum, Pref... ... . 22/0 22/3—22/9 
Union Corporation ............ #10 44 — # pm 
Welkom Gold .............-- 31/6 7/0—7/6pm 


* Placing. 





Statistical Summary 


NATIONAL SAVINGS 
({ thousand) 


TREASURY BILLS 


(f million) 













Amount 






Jitered APPHED aot 
tor 


 &, 170-0 | 286-8 | 170-0] 10 1-45 45 
Ap. i] 170-0 284-0 | 170-0] 10 2-92 49 
» 8 F 170-0 | 288-6 | 170-6 10 2-83 47 
» MJ 170-0 | 298-4 | 170-0 10 (2-60 42 
» 22] 170-0 | 299-0 | 170-0] 10 2-84 45 
» 2291 170-0 W1-S | 170-0 10 6+44 43 
| 
May 67 1/0-U | 418-3 | 170-0 10 522 39 
w» I] 170-0 | 302-0 | 170-0 10 653 "4 
» 1] 170-0 | 300-6 | 170-0] 10 5+56 45 
» 27} 170-0 | 288-3 | 1WU-0} 40 8949 49 
june 34 170-0 ; 512-8 | 170-0 10 5-28 % 
» 1091700 | %1-] 170+ 10 5 68 44 
» 11] 270-0 | 276-6 | 120-0} Wu 5-92 54 
» 247 170-0 289-9 | 17e-Of WW 5-52 47 
W ] WA. 294-9 | V7.0 w 5-48 46 


On July Ist, applications for bills to be paid on Monday. 
Tuesday, Wednesday ‘I hursday and Friday were accepted 
ae about 46 per cent of the amount applied for at 
£99 17s. 4d. and applications at higher prices were accepted 
m full, Applications for bills to be paid on Saturday 
be accepted at £99 lis. 5d. and above in full. £170 
re {Maxinium) of Treasury Bills are being offered 
wane 8th. For the week ended July 9th the banks 
> be asked for Treasury deposits to the amount of 
£25 million (Maximum), at 6 months. 


GOLD AND SILVER 
The Bank of England’s Official buying price for gold 


temained at 172s, 3d i , ) 
' - od. per fine ounce throughe k. 
Spot cash Prices were as follows wt nn A 


SILVER GoLp 
1949 ies 


London New York Bombay Bombay 
‘“T Ounce per ounce per 100 tolas per tola 
















Week Ended 










1948 | 1949 1949 





avings Certihcates -— 






















Receipts.......... ee 3 2,000 | 2,450 | 29,500 

Repayments ........+-.- 2,200 | 2,900 | 31,050 

Net Savings .....ceses0- 200 \Dr 450 \Drl,550 
Defence Bonds :— —| 

Receipts..:.... Biase kas 755 610] 9,145 


Repayments 


790 | 728 
35 \Dr 118 


aoe}: 


er 








ene 
P.O. and Trustee Savings 


Banks :-— | 
Receipts... .. idwwbas<ccs 10,945 | 11,124 | 159,228 
Repayments ............ 12,756 | 14,463 | 163,249 
Net Savings ............ 1,811 Dr8,339 \Dr4,021 









2,046 \Dr3,907 
396 | | 574 


Total Net Savings......... 
Interest on certificates repaid 
Interest accrued on savings 
remaining invested ...... 2,321 









BANK OF ENGLAND 
RETURNS 


JULY 6, 1949 


ISSUE DEPARTMENT 














£ 
Notes Issued:- Govt. Debt... 11,638,100 
In Circulation 1284,593,383| Other Govt. 
In Bankg. De- | Securities ... 1338,269,905 
partment .. 65,654,450 | Other Sees... . 703,801 
Coin (other 
than gold). 11,194 
Amt. of Fid.——— 
issue ....... 1350,000,000 
Geld Coin and 
Bullion (at 
172s. 3d. 
oz. fine)..... 247,833 
1350,247,833 1350,247,833 


BANKING DEPARTMENT 


£ £ 
Capital ...... 14,563,000 love. Secs.... 316,623,941 
DOR. cass ae 3,627,347 |Other Sees.: 44,295,032 
Public Deps.:- 30,513,636 | Discounts and 
Public Acets.*  °9,274,190 | Advances... 22,735,592 
H.M. Treas. Securities.... 21,559,440 
Special Acct. 21,239,446 


Other Deps.: 382,305,558 


Bankers. .... 291,919,588 |Notes........ 65,654,450 
Other Accts... 90,886,020 \Coin..... wees 4,426,118 
430,999,541 430,999,541 


* Including pep. Savings Banks, Commissioners 
of National Debt Dividend Accounts, 


COMPARATIVE ANALYSIS 


(£ million) 













1948 | ae 1949 
July | Jone June July 
7 |°22 | 29 | 6 








ssue Dept. — | 
Notes in cirenlation..... 278-8.1277-9)1284-6 
21-4 22-4 65-7 


299-4) 299- 3 1299-2\1349-3 
0-4 0-7 0-8 0-7 


0- 0-2; 0-2 
172/% 172/3, 172/83. 172/4 


Government debt 

securities* .... 
Other securities. . 
Gold 





Valued ai s. per fine on... 
Deft. :-—~ 


its -— 


iblic Accounts ........ A 31-5) 86 9-3 
Treasury Special Account 9-8 13-5) 21-2 
Dames errr Tees 302-3; 294-6 291-9 
Os Soc axe anil as 87:2, 90-9 90-4 
Fete 6 eK ae' vbee 410-8 407-6 412-8 

Securities :— 1 | 
Government..... Sas endo 356-0; 338-9 316-6 
Discounts, ete. 0% wate 25:1 27-0, 22:7 
PR re ere a 22-3; 33-1) 21-6 
RRM CSE oe eevee et é 403-4 399-0 360-9 

Banking dept. res........ ae 25-6, 26-7) 70-1 

he i wai Ss 

“ Proportion ”........ aie 4 6-5, 16-9 


* Goverpment debt is £1),015,100, capital £14,555,000. 
Fiduciary issue raised from {1,300 willion to (1,350 
million on July 6th, 1949. 








112 


wy 





AGGREGATE ASSETS 
at 3ist March, 1948. 
£98, 485, 109. 


Established nearly 90 years = 









“NEW ZEALAND 


lacorporated with muted lability in New Zealand 










Represented at over 260 points 

in New Zealand and at Melbourne, 

Victoria ; Sydney, New South Wales; 
Suva, Fiji; Apia, Samoa. 


Head Office: WELLINGTON, N.Z. 
P. L. Porter, General Manager. & 


London Office: 
1, Queen Victoria Sc., ¢.V.4. 
O. M. Samus). Manager. 





CITY OF LONDON COLLEGE 


MOORGATE, E.C.2. 


Part-time evening lecturers in Economics are required for the 
session beginning September, 1949. Further particulars can be 
obtained from the Secretary. 


RHODES UNIVERSITY COLLEGE—GRAHAMSTOWN, 
SOUTH AFRICA 


Applications are invited for the post of 


LECTURER IN ECONOMIC HISTORY 
from January, 1950. 
Salary Scale: Men—£550 x £25—£700 p.a. 
3 Women—£425 x £25—£575 p.a. 
Plus a variable cost-of-living allowance, at present about £57 p.a. 
Previous experience and academic qualifications may be taken into 
account in fixing the initial salary. 
Further particulars and information as to the method.of application 
may be obtained from the Secretary, Association of Universities 
of the British Commonwealth, 5, Gordon Square, London, W.C.1. 
’ The closing date for the receipt of applications is August 31, 1949. 


yer gers Hohday Course 33. July 29th—August Ist. 
4 Science and Society, Sir Robert Watson Watt; Broadcasting, 
oir William Haley; The Art of Reading, Margaret Rawlings; English 
Cathedrals, J. A. Burton. 
& Inclusive fee: £4 2s. 
Angust Vacation Courses. Course 35. August 5th-12th. The 
Colonial Empire, The Live Arts. Speakers inctude: Sir Gordon 
Lethem, Walter Fletcher, M.P., Fela Sowande, Sir Stuart Wilson, 
- W. A. Darlington, Arnold Haskell, Dilys Powell. 
: Course 36 August 12th-19th. The Commonwealth, Litérature. 
Speakers include: Sir James Grigg, Ronald Breck, Ficld-Marshal 
Lord Wilson, Daniel George, Hector Bolitho. 
Course 37. August 19th-26th. Foreign Affairs, Visual Arts. 
Speakers include: Sir Gerald Camnpbell, Edward Crankshaw, Vernon 
Bartlett, M.P., Dr Willett Cunnington. 

Inclusive fee: £7 per Course. Applications. to Sec, Ashridge, 
Berkhamsted, Herts. Tel.: Little Gaddesden 3191. 
‘ eo International Wool Secretariat invites applications for the 

post of senior assistant (male) in its Department of Economics. 
Essential qlialitications are a good honours degree in Economics, 
ability to. write, and considerable experience in economic research 
or economic journalism, Commencing salary £750.—Applications, 
with specimens of written work, to the Secretary, International Wool 
Secretariat, Dorland House, Regent Street, London, S.W.1. 


cep Re and business executive in early forties offers his 

services for developing and controlling industrial undertakings 
for increased production at reduced cost. Many vears’ experience in 
both direct control and as management consultant. Appointment 
required with Company offering seope for advertiser's personality, 
drive and wide knowledge of best methods of production and manage- 
ment.—Box 143. 


OUNG WOMAN (25), honours degree economics, social science 

diploma; teaching and administrative experience, desires pro- 
gressive position giving an outlet for enthusiasm, hard work and a 
willingness to take responsibility. Most keenly interested in_ the 
tields of education and international affairs. Free Oct.—Box 145. 


EheRDEST 34 per cent on Shares and 3 per cent on Deposits FREE 
i. of EIRE INCOME TAX paid or credited to account twice yearly.— 


j Particulars from PROVIDENT BUILDING SOCIETY, 3, St. Stephen's 
i Green, Dublin. 


PPLES: Worcester, Cox, Superb, Bramley, Selected and des- 
a patched direct to you from the orchard. Send P.C. for order 
form to Little Whatmans, Biddenden, Kent. 


Sis] Z 


por sale, Economist, 1945 (—5289, 5290); 1946 (complete); 1947 
(—5400, 5401); 1948 (—5473, 5494). Offers.—Box 155. 







BRITAIN’S LEADING MONTHLY ON ASIAN AFFAIRS 


EASTERN WORLD 


INDIA—PAKISTAN—S.E. ASIA—FAR EAST—PACIFIC 
YEARLY SUBSCRIPTION £1 (post free). SINGLE COPIES Is. 6d. 
Write for Sample Copies to :—45, Dorset Street, London, W.|. 
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NATIONAL BANK OF EGYPT 


Incorporated in Egypt. 
Liability of Members is Limited. 


Head Office - - - CAIRO 


Commercial Register No. 1 Cairo. 


FULLY PAID CAPITAL - 
RESERVE FUND - 


London Office: | 
6 & 7KING WILLIAM STREET, E.C.4, 


Branches in all the Principal Towns in EGYPT and the SUDAN 


- £3,000,000 
- £3,000,000 










REFUGE ASSURANCE COMPANY, LTD. 
Chief Office: OXFORD STREET, MANCHESTER, 1 









ANNUAL INCOME EXCEEDS €18,000,000 
ASSETS EXCEED £107,000,000 
CLAIMS PAID EXCEED £198,000,000 


(1948 Accounts) 


UNIVERSITY OF ST ANDREWS 
The University Court of the University of St. Andrews invites 
applications for appointment as Lecturer in Social Economics in 
the Department of Economics in the United College. The 
salary attached to this appointment will be not less than £600 per 


annum, together with F.S.8S.U. benefits. The University operates 
a scheme of Family Allowances and a grant towards expenses 
removal may be made. Further particulars may be obtained from 
the undersigned with whom one copy of the application together with 
testimonials and/or the names of three referees should be lodged noi 
later than July 15, 1949. 
DAVID J. B. RITCHIE, Secretary. 
The University, ST. ANDREWS. June 10, 1949. 


UNIVERSITY OF NATAL—DURBAN | 


Applications are invited for a LECTURER IN SOCIOLOGY ate 
salary on the scale :— 


Men: £550 x £25—f£725 per annum 
Women: £425 x £25—f600 per annum 


plus cost-of-living allowance, which is at present £200 for married 
officers and £57 4s. for single officers. The initial salary will ® 
determined in accordance with the qualitications and experienc 
of the successful applicant. Membership of the University Teachers 
Provident Fund is compulsory. 

Candidates should have graduate oer post-graduate qualification 
in the field of Sociology. The successful applicant will be required 
lecture in Sociological Theory to European and _ non-Europeat 
students. If necessary, the successful applicant will also be expected 
to lecture on Saturdays and Sundays in which case suitable com- 
pensation will be made during week-days. : 

The successful applicant will be expected to assume duties om 
February 1, 1950, or as soon thereafter as possible. : 

Further particulars and information as to the method of application 
may be obtained from the Secretary, Association of Universittes-@ 
the British Commonwealth, 5, Gordon Square, London, W.C.1, The 
closing date for the receipt of applications is August 30, 1949, 


ASSOCIATION OF CERTIFIED AND CORPORATE 
ACCOUNTANTS 
APPOINTMENTS REGISTER 
Employers seeking the services of Certified Accountants are asked 


to write to the Secretary of the Association, 22 Bedford Squats, 
London, W.C.1. (Telephone: Museum 5163.) 


, OSes REQUIRED (Chartered or Incorporated with 
4 I.C.W.A. qualification) by Public Company (Pharmaceuticals), 
having numerous foreign subsidiaries; for control of internal accou 
and preparation of Group accounts. Age preferably 30-35, 
minimum five years’ experience since qualifying. Comment 
salary, £800-£900 per annum, according to age and experience. & 
prospects.—Write Box 150. 





MURRAY-WATSON 


LIMITED 


Advertising & Marketing 


Home and Overseas 


13 SOUTH MOLTON STREET, LONDON, W.t. GROSVENOR 5508-9 
DUDLEY, WORCESTERSHIRE: DUDLBY 5163 
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